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i Ne SCO CONFIDENTIAL 


“be a oe. DEPARTMENT OF STATE 

Rey ae Ae Memorandum of Conversation 
x ae ait Pc DATE: February 15, 1957 
ge an _ 


‘susmdhs este of the U.S. Saudi Drafting Committee at the State Department, — 


27 Pekrbary 15,1957, 11:00 aeme to 2:00 DeMe 








- PARTICIPANTS: Represent. Saudi Arabte Represen the U.S. F toe g : 
us as r. Newsom,’ rman 
Ambassador Khayyal Mr. Hancock, USAF ; 
Mr. Abdul Monéim Mustafa Dr. Evans, USAF 
Rasem Bey al=Khalidi Mr. Lang, Defense 
General Tassan - Col. Harding,. Defense ~ 
Major Taib Col. Burtenshaw OO. g 
Major Snobar : Major Owen, Defense 0) \ 
Mr. Adib » | Mire Stoltefus, Enbassy Ji > F. 
Mr. Badawi Mr. Nowfel, Interp1 ter ad 
Mr. Majid en “hPR — 6] 
; Capt. Sakir (02 “ = } 
COPIES TO: <2 . Lgl Defense (Major Owen)-3 el U ’ 
/MSA-1 ‘Air Force (Dr. sapien Bvans)-3 sai ~~ & 
1, /s-1 Jidda-1 AY, 
/ Dhahran=1 oa 1 
{ ob 
es y { Ps “3 78, oF oC 
sa Shaikh Yusuf began the meeting by saying that a Saudi Arabian version N 
of the paragraph on services rendered at Dhahran had been prepafed. He 
said he thought that he had done all that was possible to combine both 
viewpoints on the subject. It was decided, however, to postpone further 
. discussion of the question of services until the next meeting. ee 





The discussion then turned to the question of credits. Mr. Newsom 
said that the points that had been raised by Shaikh Mohammed Surur and Rasem qn 
Bey would require answers from a. formidable number of U.S. Government ‘agenciesl_ 
and, since this would take time, there was nothing to report on credit at 
this time. Mr. Newsom said that he had been assured, however, that it would be 
possible for the U.S. to increase the credit term to 36 months. 


‘Shaikh Yusuf replied that the financial people on-his side had been 
pressing him to ask for more than 36 months, but he was:fully agreeable to 
the latest U.S. offer. He said that the whole question of credit had been 
submitted to the President by His Majesty, who had told the President that 
the agreement was settled but that it would cause a heavy burden on Saudi 
Arabia because a large part of the country's budget would havecto 
allocated to thé various programs under it. His Majesty had there 
asked the President to keep in mind on a continuing basis Saud® & 
financial needs. That is why, Shaikh Yusuf said, he was confide 


matter should remain as it was at present, because there was wry ope for 
further U.S. assistance in the future. 
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Mr. Newsom said that the President had assured His Majesty that the U. Se 
would make every effort to give Saudi Arabia the best possible terms. 


Shaikh Yusuf said that he accepted the 36—nonth provision with thanks - 
and that he would now like to consider ce other points that were still 
pending, particularly the question of the service charges. 


Mr. Newson said he wished to point out that he had been able to get 
remarkably fast action within .the United States Government on many matters 
which His Excellency had raised during the talks. There appeared to be a 
general desire everywhere to meet the problems that Saudi Arabia ‘was facing. 
Those matters which were within the province of the State Department, Defense 
Department and the Air Force could be handled swiftly, but there were certain 
matters which of necessity had to be worked” out. in consultation with other 
departments, as, for example, Treasury Department and the Bureau of the Budget. 
If Rasem Bey would excuse-him for saying so, he would like to point out that 
negotiations involving fiscal matters were among the most difficult to carry 
out., Rasem Bey agreed fully with Mr. Newson. | 


Mr. Newsom: said that he had, therefore, no choice but to state his belief 
that all answers to His Excellency's: financial. points would not be obtained in 
time to incorporate them in the memorandum. The procedures involved would 
require a week or more at’a minimum. The best he cold suggest to His Excellency, 


therefore, was that they include the following wording on the sub ject in the 
memorandum. 


' “The U.Se agrees to. arrange credit for $50 million worth of orders 
currently outstanding. on a 36-month basis under terms.to-be agreed upon, | 
and to give sympathetic consideration to Similar. terms for future’ orders 
that may be agreed upon." 


Mr. Newson added that after these procedures had been worked out they 
could be incorporated into a letter to be sent to the Saudi Arabian Bnbassy. 
This letter would describe the terms that were generally agreed to be the best 
that could be arranged for Saudi Arabia. 


Shaikh Yusuf said he was grateful for all the facilities extended = the - 
United States and that the wording suggested by Mr. Newson appeared to be very 
‘near both viewpoints, but he could not consider it final until after her 
consultation with his colleagues. He said that he personally ‘preferred, 
however, to work out the credit details before he left the country. Mr. 
Shaw, he said, had ously promised to deliver him a letter describing the 
U.S. Government's latest credit offer, and he hoped he could ‘have that letter 
as soon as possible. Mr. Newsom said he would be glad to assist in obtaining . 
the letter for Shaikh Yusuf but that, unless His Excellency could agree to the 
terms as described in the letter, he would have to await the procedures he had 
already outlined. *No improvement in the credit offer could be made without 
these procedures. Mr. Newsom said that he had no > authority to go beyond the 
financial terms already offered. 

4 
Shaikh Yusuf said that after consultation it bet int be that he could 

accept Mr. Newsom's wording on the credit question. But at the same time 
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he hoped that the problems involved could be solved, because the credit 
conditions. in some respects constituted the backbone of the agreement. 


Mr. Newsom said that unfortunately they would again have to ee 
further consideration of this point. 


‘Shaikh ¥usuf replied that he had a list of the rere problems 
connected with the credit question, and it might be helpful to list them 
now to make sure that they checked with the U.S. understanding. 


(1) Saudi Arabia wished to avoid making any down payment, and it wished 
to pay the first installment one month after its formal acceptance’ of the 
letters of offer from the Department of Defense for the initial delivery of 
arms and.equipment (the $1 million order plus the tank and additional 
emergency order requests). 


(2) Saudi Arabia wished to pay no service charge or interest on its 
loans i ' 


(3) -Saudi Arabia wished to make equal monthly payments over the 
36-month period instead of paying every six, months. 


Shaikh Yusuf peal brought up the matter of the ultimate psitneetiot ee 
arbiter of differences between Saudi military personnel and U.S. military 
personnel in Saudi Arabia. He said he thought the memorandum should show 
clearly that final authority for all military matters in Saudi Arabia was 
vested in the Saudi Minister of Defense. 


Mr. Newsom said that the initial. feeling of the U.S. in this’ matter 
..was that it was a problem not within the scope of the work of the drafting 
committee. He realized this was a problem of some duration, but his personal 
comment was that it did not seem logical to make one party the arbiter of 
differences in a two-party arrangement. He said he would take up the. 
question with his superiors, but he did not think that it was a matter for 
the drafting committee to aaeeen* 


Shaikh Yusuf thanked Mr. Newsom and. said he would merely like _— to 
convey his views on the matter to Mr. Newsom's superiors. He said he would 
like to feel he could discuss anything with Mr. Newsom that might facilitate 
. coming to a full ch cua between ‘the two countries. 


Mr. Newsom agreed to pursue the matter further but said he would like 
to suggest that, since a number of major questions between the two countries 
had been worked out in the past through diplomatic negotiation, it might 
be more appropriate to refer disagreements between the military authorities 
of the two governments to their respective diplomatic authorities for consider- 
’ ation. 


Shaikh Yusuf replied that he wished to explain that Saudi Arabia had no 
intention of imposing its authority unilaterally on matters involving joint 
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military efforts. He said he wished to discuss the point after the U.S. had 
had a chance to see his draft wording on the subject, and he would be glad 
to review the matter further later. 


Mr. Newsom said he would therefore have to add to the list of outstanding 
points on the supplementary memorandum the question of resolving difficulties 
‘ between the two military authorities in Saudi Arabia. Mr. Newsom asked 
whether he could inform his superiors that he now had the complete list of 
remaining points of difference between the two eine with respect to the 
supplementary memorandum. 


Shaikh Yusuf said he had one more point concerning ‘prices. Mr. Murphy 
é ch had mentioned to him that Saudi Arabia was paying the lowest possible prices 
“ €&” for its arms and equipment, and he therefore wished to know whether there was 
+ 6" any place’ in the memorandum where this point could be made.’ Mr. Newsom said 
he would see what could be done to cover that point. 


Shaikh Yusuf suggested that a clean draft be made of the supplementary 
memorandum so that it would be clear to both sides: what had been agreed upon 
and what was still outstanding. 


Mr. Newsom said he agreed, provided it was ciideaghaee that neither 
side would be tempted to reopen questions on which they had labored and had 
reached agreement.: Shaikh Yusuf replied that this was understood. 


fea! Turning to the basic note, Mr. Newsom said there appeared to be two 
: et points still to be resolved; (1) the question of the duration of the new 


i - Dhahran Airfield Agreement, and (2) the wording in the penultimate paragraph 


j} 


concerning "availability of funds." 


Shaikh Yusuf said that these were the two questions he had in mind 
also. He said it might be useful to make a clean ‘draft of the basic note 
_also as they had agreed to do with the supplementary memorandun. 


Mr. Newsom said he was agreeable to this and that he would have clean 
drafts of both documents in English and Arabic prepared for review by the 
Saudi Arabian side. Shaikh Yusuf's suggestion was_ accepted that where 
there were two versions of the text, they be placed in pe columns for 
ready comparisons 


Mr. Newsom said it would be necessary to make some minor changes in the 
wording of the notes to meet U.S. legal requirements, but that he was sure 
these would involve no substantive changes. Shaikh Yusuf pointed out that 
both the English and the Arabic texts would be official and binding and it 
was very necessary therefore that care be taken in the tranglation. 


. Mr. Newsom then asked whether His Excellency agreed that these. documents | 
should be exchanged here in Washington. 


Shaikh Yusuf replied that he intended to do his. best in this connection. 
However, he said, he would have to refer both the note and the memorandum to 
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His a and Prince Faisal for final review — the. exchange could be 
made. He said he had told His Majesty that he was closely following the 
instructions given him and that he believed that the agreement would be in 
accordance with his wishes and instructions. Shaikh Yusuf said that he would 
transmit promptly to Mr. Newsom any comments that His Majesty or Prince Faisal 
made after their review of the documents. He said he did not anticipate any 
difficulties in this respect. 


-Mre Newsom said that Mr. Murphy and Mr. Rountree would be asking him what 
His Excellency's views vere as to the procedure from now one 


Shaikh Yusuf said that, as he saw it, their-first job was to finish the 
drafting of the documents and to reach final agreement on all the points 
outstanding. The next step would be the holding of a plenary meeting between 
Prince Fahad and Mr. Murphy, at which time the note and the memorandum would 
be reviewed. Shaikh Yusuf would then refer the final drafts to His Majesty 
and Prince Faisal. Upon receipt of their approval the notes would be exchanged. 
If His Majesty had any comments to make, Shaikh Yusuf would communicate them 
immediately to the, U.S. Government. 


Mre Newsom said he would transmit Shaikh Yusuf's view to Mr. Murphy. 
He. said he would like to list the outstanding problems once more to make 
certain that they checked with His Excelléncy's list: (1) question of credit 
(which might or might not be solved completely before the exchange of notes); 
(2) the question of the incorporation of the present services at Dhahran into. 
the new training program; (3) the point related to "the lowest prices." Mr. 
Newsom said this covered all the points he had listed regarding the supplemental 
memorandum. There was also the question of the arbiter of military disputes, 
but he could not yet agree to discuss this without referring it to his’ 
superiors. 


Regarding the principal note, Mr. Newsom said the problems he had listed 
were: (1) the date of extension, or duration, of the Dhahran Airfield Agree- 
ment; (2) the language in the penultimate paragraph on paired of Sunde 3 
and (3) the language concerning "mutual interests." 


Shaikh Yusuf said that General Tassan wanted. to inquire about the 
rifles and small arms he had requested for the Netional Guard. 


Mr. Newsom replied that this question was not part of the current 
negotiations but that he could promise General Tassan an answer before he - 
departed from Washington. Mr. Newsom said that he, however, was not authorized 
to give an answer on this matter. 


The meeting ended’ here, and it was agreed the next session would be 
Sunday morning at 10:00 a.m, February 17. 


Drafted by William A. Stoltzfus, Jr., American Embassy, Jidda 
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lateral agreement the Saudis have requested certain exemptions from 
normal. terms provided when credit is extended for the purchase of arms, 
The original proposal made to them was that purchases of $50 million in 
military equipment be covered by credit under the following terms: 


telephone and acquiesced in the waiver of the normal interest charge 
and generally. concurred in the terms requested by the Saudis as a fall- 
back positron. The. acquiescence was reluctant, primarily in terms of 
the late date and method of approach rather than in, substance,in view 
- of the President's direct interest in these negotiations. - ~] 






in Saudi aestis wild 
million. | Mr. N “tte 
\ sions ‘on ‘the credit ‘terms util the Us ‘position: iri 
= accepted. ' 


NE - Fraser Wilkins Ys . 


Terms for Extension of Credit to Saudi Arabia 


In the discussions with the Saudi Arabian delegation on our bi- 


\ 


1. Repayment in 36 months. 


2. 20% down payment to be paid upon the acceptance of ‘Letter 
of Offer. 


36 Payment of remainder in five equal installments. 
4. 53% service charge (interest) on remaining balance. | 


The Saudis have an turn requested exemptions as follows: 


Le “No down pesvinands 

2. Payment in monthly installments beginning one month after _ 
the Letter of Offer is accepted. 

3. No service charge. 


Z/ASW-9 *V9BL 


.The National Advisory donned. was contacted by ICA on Friday ‘by 





Mr. Newsom states that Mr. Murphy said he would be agreeable to 


these more liberal terms provided the National Advisory Council con- 
curred, Mr. Newsom is certain, however, that Mr. Murphy would be 
willing to accept any recemmendations which NEA mi have in this 
connection. 


In the. course of current discussions there has been considerahile 4 








‘be incorporated within the. agreed ceiling’ of 
ds of the opinion that we: ms ae 


+ ae 






If the US position is “een Mr, 





91> 2 asw 5°98 L 





- 


li beral credit terms may be useful in securing Saudi. Arabian agreement 


to an extension of the Dhahran agreement from the date of the exchange 
of notes. 


Present drafts of ‘the basic i and of the confidential. supple- 
mentary memorandum are attached. A further meeting of the draft 


. 


ing 
“committee with Sheikh Yusuf will be held: February 17th at 10:00 a.m. 
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‘irfield at a cost not ho oxceod #5 O00 50 9090 designed 4 to improve civil 
Vaetiler fooltinLere The Ueltco otnues Covernamert agrees also to provide 
Taius Lok tha Bead rablen Air Ter¢e, to augment the 

preso’ ctirloory ixedniog progren for the Saudi ‘Arabian Arng and to train 

Saye. " peters Netails of these services 29 WLU be as agreed, These projects, 

PRP SNe Rak -, Sy thoved adctidens] construetion at Dhahran, wilt represent 
‘"b Pathe vietes NovSe on enpenditnee of not to ‘exceed $50,000,000. ove’ =. | 
He in t he goo words ayia souappartiz 1 » the ele ose cooper atlon hotvean 
tes Goverament is feaske bo be able to 


ye. 


tae Mic tise Of the fectidtided exvunced ab the Dhahran J Airfield In 
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Neuman with the -tgreannt ex June 4B, 1951 (chieh is extended fox snother 


whee of fiwe soars from tht date of this exchange), . Pa 
Sy To facllitete and improve the 2 implies entation of + the Dhahran Airfield 
\evoevert ond vel ated eereencnta, the “bwo Gor serrmatite agree, te hold further 
Mnossetois dia Seuadd Arabia locking toward p asi ble ‘Béditdional unders hensings e 
| &, Tre Babted Stabee Goverm prinentiy 3 in considering ‘the economic needs of. 
oncl Arable, ic preparad to: asels 3% in wubually. aereed projects of common 
benefit. Tn th Hs" connection the expong’*on of the ‘Danmara port wit receive 
pricy cons sLdcvation, It also agrees to the provision of some engineering 
gad technicel assistance, as well ag Lending dts good offices to assist in 
establishing eredit arkangensite for economic Projects. iene. matters will 
be discus sed between the competent representatives of the ‘tus Governmerits 


and confirmed by ia ce underetandingse 
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the two Governments that 
the continuation by the United 


States Government of the use of.” 


= a ‘ . ot rey 


the facilities accorded to it 


‘at the Dashran Aarti. abd is 


. ‘ * ; oe th 
; 7 dependant upen. the implemembabion 
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of tHe Linanedal i obligesions ora. 


other ty indertakings which have 
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‘ : . been peovided for in this * 


=i _.  agreenent./ 
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SECRET 
In secerdanco with the exchanse of notes between the Government of the 


. 


United States and the Government of | Saudi Arabia dated February 1957» 
orth ip grestor deteil its understanding of the 
wiTitesy, cid accyemie pregrams coverad by the foregoing sine ine 

“Open the haha by the Goverment of Saudi Arabia of the cowleris 


ad 


of this memorandum and its acknowledgment thereof, the details set out. 
s 


boley wid be considered an-integral port of the agreement reached by the 


wo Covevnrsnts wider the aforenentionced exchenge of notes. 


i ui Lites Ly Bae nb vent and | training 


A, The United Stetes WIA prc ‘vide to the Geverment of Saudi Arabi. 


“o 


vide: the iexms of the exchange of eter on tha sale of military equiloment 





euce 18, 1951. and as provided in IT aA peloi, tho ouniee i equilon 


roguived Cov the tuc-division and ermored groud force program as provided in 


the "1300 tien", cppreved by the Minister ‘of Defenge of Sandi. Arabia in 


Caited States Covent sources will be approximately $110 million. 
Uy, dies fren United States Government sources will ultimately provide 


he comeved eqripyent spaeified in the "1380 Plari, " namely, 126 tanks, The 











on wlll sell imnediately 18 M-L7 and 18 Mell tanks, somptate with 


irene, < 


cf 


ah equipment, spare aaah and ehmmition. The United States recognizes the 


desire of Sandi Arabia to comple te pe 27.380 Plan” for ground foress within 
two years, Every effort wit bs made to deliver stems called for by the Plan 
within that Yiine >» Subject = the timely presentation of ak cpio ‘Upon * 


completion of the “1360 Plan for ground forces, the United States will be 


‘ 


© 


prepared 





ramivy LSy., It is estimated thet the total cost of equipment to bs purchesed 


prevared to sell Yorthes cawin-scrms fo: the completion ef the armored exornye 


atteched to the two divisions provided for in this Plan an accorésunce 1W. 


2 


a procurement progz pe to be prepared jointly, 
' > ey Ce - ry x, - 
Vo Both particoa scacegnine the neceesity fax the continuation cl vs 


ecoperetion existing between the two countries after the conpletion of shes 
progres referred to herein, In recognition thereof, the United Statcs Is 


peenared to plan and iarplemem: jointly with the: Saudi frabian Gover, ii 





programe vellated to the development of the various Saudi Arabian arred forces 

witlth ore agrceed ai that time to he necessary for the purpose of defand the 

indcpendence’ and territord al. integrity of Saudi Arabia and for the mekoirienene 
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of intertal s courLiy in the Kined Oils 


D, The United States will. provide an sugmented Soudi Arabian any beoir 





ding troining for the Royal Cuerde. 


E. ‘the Urited States will. pvevide an fir Training Program for tiie ters 


so Srabion Air Force, includ: Ag training in Saudl Arabia for both pitok 


aun téenmlacl persornal, +t is prepared to previde for early ddlivery | 





10. propsiler-deiven treiming elreraft, 8 Te33 aircraft, o 
wea othor training cquinment, on a grant basis fer use.in this progran ond 


Era will eiso provide 12 F86 airevaft which will ultimately be required in 
the progran, The 25e 12 airevaft will be sold to Saudi. Arabia when the United 
States training eetivities are comleted and at a price to be detecmined Out 
ro basis of the condition of the aircraft at that tie, 


-F, direraft and other iectiminit buildings and instaliations prov ovided 
under the Air Trainin ag Program will be at the disposition: of the RSAF School, 


for use in that program. The RSAF School will be responsible for pians for -—~ 


the 
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G, The trited States wi provide at an appropriate tine to the 
Soveinivent of Sandi. Arabia under the temas of the exchange of notes on bb5 
‘salle of nilatary equipment dated dune 18, .1951, aircraft required ‘by he 
Royal Saudi Arebien Air Force in accordance with a procureme nt prograr +f lek 
aU. be Grawn up Jointly by Royal Sauch Air Force pepreseniabives and Uilted 
States AS ir Toree represe Et LIeS in Saudi Arabia. This jointiy developed 


procurernant progren wil oes due consideration to the teble pragexted i 


see 


the Saudi Arabian authorlties on February 1, 1957. In iietlenee’ tiie this 


yropyen, cousideratbion wilt be given to the capability of RSAF to coeiais ond 
wd faudl Avablon authorities, Every effort will be mode to provide 


10 time of the graduation of the firsts cades lass 2.0 
So ouile Training Progran 
Ho ‘The ‘Unit ted States will assist in the establishwent of a Saudi. froirn 


Eovy by the initi al sale to Saudi Avabie of two new widmnttine: by trataivyy “che 


4 ey PALS 
persomel fev these vessels, by an tums ediate survey of the possibilities of 


Pucther expansion, and. by POorea ng adios for the establishment of a ‘Sandi 


‘fvabian Navy training program and school, 
. I, It ie understcod that all equipment supplied under! the foregoing 
paragraphs will either be new or thoronghly reconditioned according to 
uijed. Shades ecabebcieadie weedeat Po a 


Tl, Financing ooo 
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“five-year period the followLng 
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of Military Projects .. 
US, Languages 

A&A. ithe United States will, sell 
$50,000,500 vorth of the equipment in * 
current Letters of offer under credit 
toms » to be arranged, on a thirty-six 
month varaymont basis end will give 
sympathstice consideration to similar 
terme for further purchases which may 


° 


be agreed upon, 


B, ‘The United Stetes will provide 
sithin 2 ceiling 0 of $50,000,000 over a 
a 
lo: the Royall Saudi. Arabian 
Air Force training program referred to 
in paragrspli TE, iogluding the continu- 
ation of pregent training ind other ree 
‘Lated gemviees provided for the benefit 
of Saudi frabla, 
} 2, Contimation and expansion . 
of the present. Axay: Training Progrem, 
ene ‘the training of the Royall 


Guard. 





, 
Saudi peavten 2 Commants: 
Saudi Arebin. x: quedtr 
the further terns of Ghe @heoso 
speciiy: 
lo No dom payment 
2. Payment in monthly tn 
steliments begimaine one morih 
“after the letier of offer in 
aceeptad. ee 
30 No SexVI.Ce se sneer Lor 
credit arrangements. 
Saudi. Arabian Langusses , : 
It is agreed that thea stint 


and exemptions provides fox in 


agreements existing Secvcen Wun 


ree) Goverments shell renin 
governed by the provisions the of 
Both Governments shall continue 
to assume these commituentes, 


responsibilities, arrangements, si 


exenptions din accordance with the. 


— provisions. 
It is agreed that the enount 
of thy million dolars peprided§ 
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3. Assist in the .stablishrent 
cf § Saudi Arabian Havy by training Saudi 
pereonnel in the operation of the two new 
voosels, a survey of the possibilities of 
further expansion and providing advice ~ 
for the establistinent of a Saudi. ‘Arabian 
Hawy treining program and school. 

hs A new air terminal at 
Yhetiren to cqet no t more ‘then - 


be. we? 7s ' 
$9,000,000, . ° 5 <i, 


_ five million dollars. 


for ia the oxchance of netor 


. between the tyo Goverwnents om 


February » 1957, shall. he 
allocated for the followin: 
expenditures 

Lo Training program For R5a¥ 


2. An augmented advisory 


army training progran, including 


training of the Royal Guard. 


3> Program for training 
Seudi personnel in miyal avhiwitis 
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including the planning and the’ operation and maintenance of equipment, will 
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Mr. Newsom began the meeting by proposing as a tentative agenda the oO 
following three matters outstanding is deci the two sides; > 
Go's e ‘ 
Kh ad 1. The Saudi request for lingo in the memorandum TegaTS rng prices | Ol 
ob™* of arms and equipment. Fi 
2. Any problems regarding the texts of the memorandum and sib U 
apart from the areas of substantive disagreement. ~ 
N) 
ch gle “3. The problem of the two opposing drafts regarding the $50 million 1 
5? : sasiaeaiiad i om, 
_ 
Ol 
~] 


' Shaikh Yusuf agreed to Mr. Newsom's proposals. 


Mr.. Newsom then said he suggested as language for addition to the last 
Sankar of paragraph Ti, the ene: 


"Equipment will be sold at the lowest prices <foaetiae by U.S. 
legislation." 


Shaikh Yusuf thanked Mr. Newsom for his efforts to meet the. Saudi view= 
Hoint on this question of prices. As he had said before and would. gantinue 
i say in the future, Saudi Arabia had every intention of cooperat ‘with 


og 


Shaikh Yusuf said-that, as he had mentioned to Mr. Murphy ffeviously, my 
audi Arabia hoped to benefit from the relationship of the U.S. “with its S 
3 
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other friends who might some day obtain more favorable conditions in their 
arms purchases from the U.S. that it was now offering to Saudi Arabia. Saudi 
Arabia wanted to be assured that the prices it was offered would always be 

at least_as favorable as the best prices offered to any other country. Shaikh 
Yusuf said that if this concept was what was meant 7 Mr. Newsom's wording, 

he would agree to the language | suggested. 


Mr. Newsom said that this in substance wes the meaning of the language. 
The applicable prices would be those offered at the time that Saudi Arabia 
submitted its orders. Thus if, between the time that Saudi-Arabia received 
‘letters of offer for a certain shipment of equipment and-its formal acceptance ’ 
prices were to go down, Saudi Arabia would receive the benefit of the reduction 
in prices that had occurred during the interim. Mr. Newsom recalled that 
after the delivery of the tanks offered to Saudi Arabia last year, the U.S. 
had refunded approximately $1 million to the Saudi Arabian Government when 
the final prices of the tanks were found to be lower than the original 
estimates. Mr. Newsom said this same principle would apply in the future. 


Shaikh Yusuf thanked Mr. Newsom and said he would also appreciate 
‘ it if Mr. Newsom would transmit his intexpretation of the "lowest price" 
concept to Mr. Murphy. 


Mr. Newsom said he wanted to make certain of Shaikh Yusuf's meaning and 
therefore would like to repeat it back to him:. Shaikh Yusuf would like the 
US. to undertake to offer Saudi Arabia the most favorable current prices 
possible for its arms and equipment whenever Saudi Arabia’ placed its orders. 
If the U.S. were at any time to find that it could offer more favorable prices 
to. some other country, the U.S. would be prepared to offer the same poo 
to Saudi Arabia. 


Shaikh Yusuf approved this interpretation and said he therefore agreed. 
to Mr. Newsom!s wording. Mr. Newsom added that this was the U.S.!s interpre- 
tation also, since all prices for arms and equipment to other countries were 
determined by Congress. 


Mr. Newsom then turned to the next point and said that the only change 
he had made of any substance was in paragraph Ia of the basic note, where 
the word "amended" had been changed to "approved." Mr. Newsom explained that 
the legal advisors in the State Department had advised that if the word 
"amended" were used, an additional supplementary note would have to be hela 
between the two parties incorporating the actual change made. If the word 
"approved" were used, the same purpose would be accomplished without the 
necessity of a special exchange of notes. Shaikh Yusuf agreed to this change. 


In the ensuing discussion a number of other minor: changes in the text 
were suggested and agreed to. It was also agreed that an annex, consisting of 
a list prepared by the Saudi Arabian side of Royal Saudi Air Force requirements 
under the "1380 Plan" be included as part of the final supplementary memorandum. 


Shaikh Yusuf then turned to the question of arbitration of differences 
between UeS. and Saudi military authorities in Saudi Arabia and said he 
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wanted to make certain that both sides understood each other. It was, he 
. Said, essential to make the agreement as complete as possible after which, 

of course, it would still be necessary to count on the good will and under- 
standing of both sides. In the past‘Saudi Arabia had experienced a great deal 
of trouble over the problem of maintenance and the question of Saudi Arabia's 
ability to maintain its equipment. Saudi Arabia was grateful to the U.S. 
Government for the training it had received and its continuing desire to help 
the country help itself, and the U.S. could count on Saudi Arabia's full 
cooperation in these efforts. However, since Saudi Arabia wax an independent 
country and was paying for the’ arms and equipment it had ordered, it felt 
strongly that it should be able to ultimately decide itself on its own 
capability to use the arms and equipment. In saying this Shaikh Yusuf added 
he would like to emphasize that Saudi Arabia did not wish to embarrass the 
U.S. Government in any way and that Saudi Arabia intended to do its utmost 
to increase its maintenance capabilities since it had already sacrificed 
bees ty to obtain the arms and equipment. J 


Mr. Newsom said he was not in the position at the moment to discuss 
the final paragraph since it was not within his current instructions to do so. 
He said he understood the problem as preséhted by His Excellency, but that 
the State Department also had its problems in this regard. He said that 
some of the equipment Saudi Arabia might require’ over the next few years 
was of a highly technical nature and would ‘have to be built to order, and, 
_while His Excellency seemed to doubt that U.S. production was in any way 
limited, such in fact was the case. Mr. Newsom also pointed out that the U.S. 
Government had to be able to assure the Civil Aeronautics Administration that 
foreign countries to which aircraft and equipment were being sent could in 
fact use and maintain the equipment effectively. He said he was sure, 
however, that when the State and Defense Departments approved Saudi Arabia's 
orders for,equipment, the U.S. Government. would show its good will by agreeing 
to provide it. Mr. Newsom said he was therefore asking His Excellency, in 
the context of what he had just. said, not to request further amendment to 
paragraph G over which they had labored so long. 


- Shaikh Yusuf said that the paragraph seemed to him to deal with the 
effectiveness or capabilities of Saudi Arabian personnel and not to the - 
capabilities of the U.S. Mr. Newsom réplied that it also related to the U.S. 
ability to provide the equipment. 3 


Shaikh Yusuf said that he appreciated that both sides had their 

problems in this matter and that he was ready to meet the U.S. half way. 
The cooperative spirit of the U.S. was well known in Saudi Arabia and it was 
to be. hoped that the U.S. would do its best to assist in raising the capability 
- of Saudi personnel to maintain the equipment as rapidly as possible. He said 

-that since Mr. Newsom did not feel he could agree to the Saudi Arabian amend- 
ments to the last paragraph, the matter should perhaps be set aside for the. 
moment. Shaikh Yusuf suggested that after the two sides had agreed on the 
method of resolving differences of. opinion between the respective military 
groups, agreement might be reached on how to phrase the wording regarding 
maintenance and delivery of. the arms and equipment. 
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Mr. Newsom said he would like again to discuss the framework within which 
he and his associates were carrying out their work on these drafts. On the: 
7th of February, he said, the Secretary of State had handed Shaikh Yusuf the 

U.S. draft of the note and supplementary memorandum covering the. discussioris 
that had been held between Saudi Arabia and the U.S. during the previous days. 
The next morning, on the assumption that His Majesty had had an opportunity to 
study these documents, the President had said that he assumed they could come 
to an early agreement on the note and memorandum. His Majesty had replied 
that except for minor points he was in agreement with the note and memorandum. 
Mr. Newsom said that those drafts had contained references to a future air 
force procurement program and to future expansion of the Saudi Arabia Armed 
' Forces, but no reference, for instance, to a full armored group. Mr. Newsom 
said that in order tqmeet Shaikh Yusuf's problems the U.S. had agreed to 
consider language beyond this framework. He could not now go back to his 
superiors and say that what had been agreed upon was now conditional upon 
something new. The statement.of the principles His Excellency and he had 
included in the record had been accepted, but it would not be acceptable to 
the U.S. Goverment that paragraph G of the supplementary memorandum was now 
to be conditional upon something new. 


a 


Shaikh Yusuf said he was sorry but he did not think that any part of 
their discussion so far went beyond the framework of His hacen: ile memorandum 
to the President. — 


Mr. Newson replied that it was precisely because His Majesty's memorandum 
to the President had been somewhat ambiguous that he jad been willing to 
consider tne wider framework for discussion. . 

Shaikh Yusuf remarked that he would not leave Washington before final 
agreement had been reached and he thought that the spirit in which the discus- 
sions oe been carried ose so far would help them to accomplish their work. 


Cs 


Mr. Siewace replied that he did not wish to avoid any subject which His 
Excellency felt he wished to raise, but he believed His Excellency would 
understand that both sides would have to work within the framework of the 
discussions between His Majesty and the President. 


Shaikh Yusuf reiterated that he did not think that the discussions Mr. 
' Newsom and he were carrying out exceeded the bounds of His Majesty's memo- 
randum to the President. 


Mr. Newsom said that, with his agreement to raise with his superiors the 
problem of the arbitration of differences between military authorities, a 
problem which applied not only to paragraph G but to other paragraphs in the 
note, he would again ask His Excellency to accept without condition the 
context of paragraph G as already stated. The problem of arbitration, it 
seened to him, applied to. the whole relationship between the two countries 
with respect to military matters. 
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Shaikh Yusuf said it might be tiresome to discuss the matter, but it was 
' better to be frank now than experience trouble later. It was his view that 
if the delivery of aircraft to Saudi Arabia was made dependent entirely upon 
the capability of Saudi Arabian personnel to maintain them, what would be 

the consequences if'a certain U.S. officer decided unilaterally that Saudi 
Arabia was not ready for the new aircraft? It was conceiveble that this 
officer could hold up delivery of aircraft indefinitely. In his view, Shaikh 
Yusuf said, U.S. officers in Saudi Arabia should always be able to refer the 
matter to the Minister of Defense, but it would not be logical that equipment 
could be denied Saudi Arabia because of the interpretation of one particular 
officer. Shaikh Yusuf said he therefore believed that if the wording remained 
ambiguous it would lead to many problems. It-wds important, he said, for the 
U.S. to find some way to convince His Majesty that he would eventually obtain 
the aircraft he required. Mr. Newsom agreed to study the matter further. 


Shaikh Yusuf then asked whether there had been any further development 
on the credit question. He said that, as he had mentioned before, His Majesty 
wished to oblige the U.S. Government by arranging to have the final agreement 
signed here in Washington. The basic note and the supplement would therefore 
have to be completed soon so that they could be transmitted to His Majesty 
for final approval. It was to be hoped that the U.S. Government could. provide 
an early answer to the points made by Saudi Arabia on the U.S. credit offer. 


Mr. Newsom said that work on the credit problem was going forward as 
fast as possible, but he believed it would be several days before any final 
answers could be obtained. : 


Turning to paragraph IIb, Shaikh Yusuf said that his associates <had 
suggested combining the U.S. and Saudi Arabian versions of this section. 
This could be done by accepting the U.S. version of points 1, - and 3 aaieaaal 
IIb, and the Saudi Arabian version of point }. 


Mr. Newsom said he wished to thank Shaikh Yusuf for his efforts to come 
to en agreement on this point and said he would study it further. He asked 
whether Shaikh Yusuf had any further points with regard to the supplemental 
memorandum. Shaikh Yusuf replied that the preambles of both the note and 
the randum remained to be worked out, and that there were two other 
matterg outside the scope of the present discussions which he wished to mention. 
He said that General Tassan was anxious for an answer on what assistance the 
U.S. Government was prepared to provide for the Al-Kharj munitions factory 
and the arms request for the National Guard. Mr. Newsom said he could assure 
General Tassan that he would have answers to his questions before he left ~ 
Washingtone 


On the basic note, Mr. Newsom said he believed there were two outstanding 
problems yet to be settled: 1} the extension or date of the Dhahran Airfield . 
Agreement and 2) the "availability of funds" problem. He said he would work 
on these two questions and that he would hope to have. some answers for His_ 
Excellency at the next meeting. 


The meeting. ended here and it was agreed that the two sides would next 
meet at 5:30 pem. the same aay in Shaikh Yusuf's quarters at the Shoreham 
Hotel. 


WAStoltafus 
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Mr. Newsom began the meeting by saying that he had studied the Saudi 
Arabian draft. section on services at the Dhahran Airfield. He said he felt 

the two sides were very close to each other in their points of view. Mr. 
Newsom said he would like to make certain, however, that he understood His 


Saudi Arabia and the U.S. under this agreement.- If their respective under- 
standings were the same, he. said, it would only be necessary to make a small 
change in the wording. -Each country had responsibilities to discharge under 
this agreement. The U.S. for its part had the responsibility of carrying out 
an air training program at Dhahran. Under the MAAG Agreement signed in 1953, 
Saudi Arabia had undertaken to be responsible ‘for housing, local transport 

and certain other services for the Army MAAG group. Mr. Newsom said he wanted; 
to make certain that both sides wefe in accord that the U.S. was to absorb by 
the present training program at Dhahran into its new program and that Saudi 
Arabia would continue its current responsibilities regarding housing, local 
transport and certain other support services in the new augmented army tra 14 
program. This, said Mr. Newsom, was the U.S.’ understanding, and he wondered "Ww 
if it was acid jaime 5 Sears anese of Saudi Arabia.  & 
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Shaikh visui* en greed the two sides were very close in viewpoint. 
and that the words used the draft section on services were quite clear: ‘and Fy 
obvious. In: the* ee audi Arabia would continue to assume all of i’ a 
commitments ‘provided for in the former three agreements in addition-$o % ; 
of the new agreement. 3 expected that the U.S. Government would do E igh 
This, said;Shaikh Yusuf was his understanding of the meaning of the 
pertaining to training. It could: well be, however, that there wo 
ramifications » md.thus it was “important to be clear. The = 
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was large and might consume all of the $5 million, and if the full $5 
- million was consumed, Saudi Arabia would be ready to pay a part of the | 
training program. However, if the training program proper did not consyme 


the whole sum, there might be other related fields which could _be paid for 
under the same ceiling. 


Mr. sic “said he would like to mention. Senanietiaalis that the 
figure of $45 million had been arrived at with certain training goals in view. 
These training goals would be realized by increasing the training program over 
the years. During the preliminary planning stage in Saudi Arabia following 
the discussions here, it would be possible to set, out what each country. 
considered realistic goals under these programs. The U.S. had already made 
a changé in its original plan by the:inclusion of a naval program. The 
services in question, however, were for direct training purposes, and it was 
within ches “Sau that the services had.to be discussed. . 


Mr. Newsom went on to say that it probably would not be sania in 

the first year to determine how near to the ceiling of $5 million the 
‘expenditures on the programs would come. That depended upon the rate at which 

qualified students. were provided, the rate at which the United States provided 
the necessary personnel ahd equipment and many other’ factors that could not 
be predicted accurately at this time. In arriving at the $h5 million figure, 
the United States had been quite certain that it would be sufficient to reach 
realistic training goals in Saudi Arabia within the next five years. ‘The 
training’ programs had been worked out on the basis of a careful study, and 
it was believed that the total sum would be needed for the programs. Mr. 
Newsom said that it was assumed by the United States that there would be 
periodic reviews and possibly some revision in the goals or emphasis of the 
training programe The U.sS., however, had planned these progrems on the basis 
of its understanding that Saudi Arabia would continue its obligations regarding 
the Army MAAG program. Mr. Newsom said he was pleased to see that the two 
countries were in.accord on the services question, because this would greatly 
help to ar ve the programs the U.S. had in mind. 


Shaikh Yusuf said he agreed fully with Mr. Newsom and that certain factors 
wait come up later which would affect the direction or goals of the_programe 
He was aware that it would be difficult to enticipate at this time all of the’ oe 
factors that might serve to change the situation later. | Shaikh Yusuf said 
he believed the wording of the Saudi Arabian draft covered the. points Mr. 
Newsom had in mind. It would be enough to say that the $45 million were to 
be spent on training programs in Saudi Arabia and that the expenses for the 
facilities accorded to the United States Government at the Dhahran Airfield 
were outside the scope of the expenses for training. ; 


Mr. Newsom said that he could assure His Excellency that the $15. 7“ 
was to be spent only on training and eet services of direct benefit 
Saudi Arabia. 


‘Shaikh Yusuf said he also agreed that the programs might need reviewing 
from time to time to make certain that they were on the a track. 
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Mr. Newsom replied that, in that respect, he wished to make the U.S. 
position clear that, once they had embarked on certain agreed lines of 
training for the Saudi Arabian ‘armed forces, it would not be possible for 
either side to make changes in the main training concepts or methods. There 
could be, in other words, no major change in the substance of the training 
programs. Shaikh Yusuf commented that the main points were that the $h5 
million were for training the three branches of the Saudi Arabian armed 
forces, and that the details of the various programs would be ‘the subject of 
early discussions in Saudi Arabia. 


_. -Mr. Newsom said he would like to remind Shaikh Yusuf that as provided by 
law the U.S. Congress appropriated money on a yearly basis. Because funds | 
were appropriated on a yearly basis, it would not be-possible to state in the 
memorandum that a sum of $50 million ‘had been "allocated" as worded in the 
Saudi Arabian version. It would be necessary, therefore, to retain language 
to the effect that the U.S. Government would provide services under a ceiling 
of $50 million over a Supine’ period. Mr. Newsom said he therefore suggested 
that paragraph 2b read as follows: i 


"The U.S. will provide within a ceiling of $50 million over a 
5-year. period’ the following: (1) the Royal Saudi Arabian Air Force 
training program, referred to in paragraph 1-b, including the 
continuation of present training and other related services provided 
for the direct benefit of Saudi Arabia; (2) the continuation and 
expansion of the present amy training program, including the Royal 
Guard; (3) assistance in the establishment of a Saudi Arabian Navy 
by the. training of Saudi Arabian personnel in the operation of the two 
new armed naval vessels, a survey of the possibilities of further 
Naval expansion and the provision of advice for the establishment of 
a Saudi Arabian Naval training program and for the establishment of a 
Naval school; (4) installations and construction at the Dhahran 
Airfield for. regular civil aviation services within the limits of 
$5,000,000." 


Mr. Newsom said’ he wanted to suggest an additional numbered paragraph 
which was based on the language suggested by Saudi Arabia: 


"It is agreed that the foregoing shall be undertaken in accord- 
ance with the commitments, responsibilities, arrangements and exemp- 
tions provided for in the agreements existing between the two 
governments .« Both Governments shall continue the said. agreements 
in accordance with the said provisions." 


Mr. ' Newsom added by way of explanation that it would be necessary to 
say "ceiling" rather than "allotment" or "allocation," and that he felt that 
this language cleared up some ambiguity in the Saudi version. Mr. Newsom 
‘ added that he was conscious, as was His Excellency, of the fact that there 
would be other officials reading the text of this agreement who would be 
asking the same Questions that he had asked His Excellency. Mr. Newsom said 
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he considered his modifications of the Saudi version as of a drafting rather 
than substantive nature. 


Shaikh Yusuf said he did not wish to give an off-hand answer but it 
appeared to him that the U.S. version may have comolicated matters further. 
He said that the two sides were now considering certain training programs and 
a sum of money for these programs. It seemed to him that the last sentence 
Suggested by Mr. Newsom was confusing what was being done under former agree- 
ments with what was intended tobe done in the new agreement. In other words, 
there were three existing agreements under which both sides had certain 
commitments, and these commitments still held good. The United States wished 
to integrate what it was spending under the. existing agreements into.a new 
over-all programe Saudi Arabia agreed to this and therefore a clearer state- 
ment of the situation, he said, would be one showing that the new programs 
would be covered by a sum of $5 million and that what the Saudi Arabian and 

UeS.' Governments had assumed in the pest then would continue to assume in the 
future on an expanded scale. As worded in the U.S. draft, Shaikh Yusuf said, 
it appeared as though the United States, after specifying a sum of money for 
a certain new program, was now maintaining that the same sum covered old 
plus new services. he new program, said Shaikh Yusuf, actually had nothing 
to do with-the former agreements which, while they still existed and were 
operative, had no-direct connection with the $5 million. 


Mr. Newsom said he would attempt once more to clarify his position. 

As he understood it, His Excellency was in agreement that present U.S. train- 

ing programs in Saudi Arabia and related services would be incorporated into 

the new program under the $45 million ceiling. : Saudi Arabia for its part 

would continue to provide under the new program those exemptions and services 
. it had provided to the MAAG under the old program. The U.S. would also 

continue its commitment with respect to the training program at Dhahran as 

a part of the new program. Mr. Newsom said that what he believed still might 

concern His Excellency was that the,U.S. wished the $45 million to cover some 

of the services not of direct benefit to Saudi Arebia. 


Shaikh Yusuf replied that he was no longer worried about that aspect 
of the question. He said he was sure that both sides agreed to the meaning 
intended, but in his view the changes proposed by the U.S. side did not cover 
that meaning. After considerable further discussion, Shaikh Yusuf proposed 
new wording:as follows: ° 


"The agreements in force at present between the two governments 
embody certain provisions connected with training. ‘Both governments 
agree that such provisions for training will be incorporated into the 
provisions of the present agreement. It is further agreed that all 
‘other matters covered by those agreements shall remain governed by 
the provisions pertaining to the aforesaid agreements." 


Shaikh Yusuf suggested this as a first paragraph to paragraph 2b. 


After studying Shaikh Yusuf's proposal with ‘his colleagues, Mr. Newsom 
said it was acceptable if it could. he modified slightly as follows: 
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"The agreements at present in force between the two govern- 
ments embody certain provisions related to training. The two 
governments agree that such provisions shall remain in force with respect 
to the programs specified herein--C-1, 2, 3. It is further agreed that 
' all other matters covered. by the existing agreements shall remain 
governed by the pertinent provisions of the aforesaid agreements." 


Mr. Newsom suggested that this be paragravh lb and that the present 
paragraph b become paragraph c. 


Shaikh Yusuf. agreed to the above wording. © 
_ 
Mr. Newsom said that there now remained outstanding. the two questions. 
of credit arrangements for Saudi Arabia and the arbitration of differences 
between the U.S. and Saudi Arabian military authorities in Saudi Arabia. 
He said he would look into these matters and also into the minor point 
concerning the wording © the preambles of .the supplementary memorandum and 
the basic note. 


Shaikh Yusuf said that, regarding the basic note, the main point was. 
that the United States was interested in giving arms and equipment to Saudi 
Arabia in exchange for the facilities at Dhahran. It was important that the 
text of the basic note reflect this point. j 

_ Returning to the supplementary memorandum, he said he hoped there was 

no misunderstanding about the question of "arbitration." This was a matter 
which concerned the arms and equipment Saudi Arabia wished to buy and that the 
United States was prepared to sell. The United States had already made 

' certain conditions on its commitments with respect to deliveries or handling 
of these arms and equipment. Saudi Arabia was prepared to accept advice 
from U.S. military authorities about the capabilities of its personnel with 
respect to training and maintenance but it reserved the right to determine 
when Saudi Arabia was ready to accept additional arms and equipment. This 
question, said Shaikh Yusuf, was related to. Saudi Arabia's own SOTEDSLENEYs 
its own money and its own mene 


Mr. Newsom replied thet he had not discussed this matter with Mr. 
Murphy but that he understood His Excellency's point of view. 


The meeting ended here, and it was agreed to have the next session on 
; Monday, February 18, at 5:00 p.m. 


‘ 


+ 8 


fted by William A. Stoltzfus, American Embassy, Jidda. 
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“2, Language rélated to availability of funds. 
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3. Credit arrangements./ . 


yr Wh, Language related to resolution of differences. 
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The first part of the, discussion centered around the question of the 
form of the agreement, and it was decided that there would be en exchange of 
notes. On the question of who was to sign the agreement for the Saudi side, 
Shaikh Yusuf said he was awaiting instructions from His Majesty. He was told | 
thet iir. Murphy would probably sign for the U.S. ie 

After further discussion Mr. Newsom took up the problem of the "availa- 
bility of funds." He said he understood His Excellency's point of view with 
respect to the U.S. wording on this point but the U,S., he believed, felt now 
and had always felt that its cooperation with Saudi Arabia at Dhahran was not 
on the basis of a rerital, lease, or of accepting one service for another. 

Mr. Newsom said the suggestion by Saudi Arabia seemed to hint at that type of 
relationship. He said he thought it would solve the problem if both sides \ 
agreed to drop their suggested language on the subject. [ 


\ Vs Shaikh Yusuf replied that, as he had understood from the beginning, each {. 
=f ° party was doing its best to help the other and to appreciate the other's 


oying a & 
joint relationship to mutual interest. While accepting this iti : 
Saudi Arabia believed it was also a fact that there was no pla 
where the U.S. had a military base to which the U.S. gave reg 
for the facilities offered. In exchange for these ie vaneitie 


renting or leasing facilities at Dhahran, but rather that it wi ie enj 
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giving ecoriomic, military or other assistance to the country involved. 
Therefore, Shaikh Yusuf said, whatever one wished to call it--aid to friends, 
cooperation, assistance or whatever--the U.S. always nad in mind increasing 

the means of defending itself and the West against Russia and Communism, Saudi. 
Arabia was wiliing to give the U.S. facilities at Dhahran, but at. the same time 
‘it also stood in need of financial, economic, and military assistance. The 
U.S. could assist Saudi Arabia in these fields and it would not make any differ- 
ence to Saudi Arabia what the U.S. wished to call this assistance. Shaikh 
Yusuf said it boiled down.to the fact that the U.S. and Saudi Arabia wanted 
something from the other. They had embarked on a certain course and each had 
made commitments to the other. He said his suggestion. was that they drop the 
reference to "facilities accorded to the U.S. in Dhahran" in, order to avoid 
the barter concept for Dhahran. Shaikh Yusuf also suggested that a section be 
added. to the supplementary memorandum to read as follows: 


"Whereas the undertaking by which the two. wivarneaks are bound in 
accord with this agreement, while they are of mutual benefit, it is 
agreed between the two governments that if either party for any reason 
fails to carry out his own commitments, the other has the right to 
withhold the comnittnents he has undertaken." 


Shaikh Yusuf said that for its part Saudi Arabia was determined to carry 
out its own obligations and that it believed the U.S. nad the same intention. 
However, he said, he was accountable to certain people who, if some such 
wording were not included, would criticize him for having made an agreement 
which was not binding and wrich was incomplete. Any contract, he said, should 
bind both parties, and this was only natural. 7 


' Mr. Newsom replied that he had several comments to make. If he remembered 
correctly, Saudi Arabia's suggestion in this regard had first been introduced 
in connection with the discussion of the "availability of funds." As he had 
understood it initially, Saudi Arabia's idea was that if the U.S. made its 
commitments subject to conditions such as the "availability of funds," Saudi 
Arabia felt it also needed to protect itself with conditions. Mr. Newsom said 
it was appreciated this language might cause Savdi Arabia some problems. As 
he- brad stated before, ‘U.S. funds were subject to annual appropriation, although 
the U.S. had never failed to live up to an agreement because of this. This 
agreement was based on the solemn word of President Eisenhower and the U.S. 
certainly intended to honor it. It would prefer to keep the language related 
to "availability of funds,".but had, nevertheless, agreed to eliminate this 
and had suggested that Saudi Arabia eliminate the counter language. 


, 


Mr. Newsom said he was confident that both sides believed they were 
entering into a binding agreement together. In the U.S. view this agreement 
was related not only to Dhahran and its facilities but to the whole range of 
cooperation and friendship between the two countries. He said he wished to 
point out that from the military standpoint, Dhahran was of marginal value to 
the U.S. If the U.S. had been: interested only in the Dhahran Airfield, It 
would not have been willing to offer as much assistance as it was in fact 
prepared to give to Saudi Arabia under the present agreement. The U.S. saw 
a great deal more in its relationship with Saudi Arabia than the Dhahran 
Airfield itself. Dhahran was the symbol of U.S.-Saudi Arabia cooperation, 
not the aim. Mr. Newsom said that the U.S. Saw in. Saudi Arabia a country 


of key importance to the iliddle East and the peace of the world, 
Ke | SECRET 
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and saw His Majesty as a leader willing to stand up for what was right and a 
figure of influential benefit to all peoples. His Majesty and his esteemed 
father had for many years been close friends of the U.S. It was very 
difficult, therefore, to talk of U.S.-Saudi relations in terms of statistics, 
and much, if not the greater part, of U.S. assistance to Saudi Arebia came 
from its desire to assist His Majesty and his country as a whole rather than 
to pay for an airfield at Dhahran. Mr. Newsom said he was only trying to show 
that in the U.S.-view, U.S.-Saudi relations were on a much wider basis than a ° 
simple quid pro quo relationship; and in fact there was no language such as 
Saudi Arabie was now suggesting in the 1951 agreement. There had been, of 
course, operational problems during the period of that agreement but the 
commitments of both sides had been substantially carried out. For these 
reasons, Mr. Newsom said, the U.S. felt that Saudi Arabia's suggested wording 
on this point wes not necessary. Furthermore, he said, this new agreement, 
unlike the earlier ones, was the result of direct agreement: between His 

Majesty and the President. The leaders of both countries stood firmly behind 
this agreement and, with that strong backing, the U.S. did not believe that 
this language was necessary. 

Shaikh Yusuf said he wished to ask whether both sides intended.to be 

bound by this agreement. If so, Saudi Arabia did not see any harm in making 
a clear statement to that effect. It was prepared, however, to state this 
concept in soft and pleasant terms if that is what the U.S. wished. In fact, 
the wording could be put into a separate exchange of notes. It seemed to hin, 
he said, that since both sides were egreeing to do certain things, it was only 
logical for both sides to state their willingness to carry out their commit- 
ments. Shaikh Yusuf said that Saudi Arabia had pointed out the difficulties. 
it would encounter if this concept were not included in the agreement, and 
-the UeS. had pointed out its difficulties as well. He would suggest, 
therefore, that they: search for language that could accommodate both their 
points of view. ; 


‘Mr. Newsom reiterated that the U.S. did not look upon this agreement as 
in any way analagous to a contract between two people. This agreement was an 
understanding between two independent governments, and the strong prestige of 
each government wes behind it. Relations between governments could never be 
viewed in the seme light as a contract between two people because sovereign 
nations always reserved the right to review their relations with each other. 
This did not mean that countries could not sincerely and solemnly work out 
sound and enduring agreements together. If His Excellency considered it 
essential to add'some languege related to this problem to the note, which 

“Mr. Newsom said he himself did not, the following wording might cover the 
points 


"The two governments recognize the commitments undertaken in this 
exchange of notes and to affirm their intentions to carry them out 
in the spirit of good will and the mutual interest of both govern- 
ments." 


After a brief <interlude Shaikh Yusuf said he had studied the U.S. language 
in & sincere desire to cooperate and that, with a small amendment, he believed 
it would be acceptable. He suggested: ".,ethe mutual character of the 
) : SECRET 
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obligations that they have undertaken..." Shaikh Yusuf said in explanation 
that this would recognize that there were commitments on-both sides, and such 
language would clearly point out the willingness of each to sincerely carry 
them out. He said it was also his contention that the "due legislative 
process" wording should be deleted. 


Mr. Newsom replied that me ty U.S. commitments were subject to due legis- 
lative processes and the U.S. practice required that this be written into the 
agreement. 


Reverting to the question of mutual commitments, lir. Newsom said that 


_ the communique issued following the meetings between His Majesty and the 
- President spoke of the cordiality and close cooperation between the two 


: 


ggvernments. It was in.this spirit that the two leaders had reached agree-' 
ment. Mr. Newsom said that his suggested wording was intended to show that 
neither side intended to break their commitments, while words such as 
"mutual character of the obligations" seemed to him to cast doubt on their 
intentions. After all, agreements between sovereign aa is were’ valueless 
without the good intentions of all concerned, 


Shaikh Yusuf said he'did’not think that these discussions in any way 
reduced the importance of the broad agreenent already arrived at- between 
His Majesty and the President. However, he said, treaties and agreements 
were a matter of reciprocity. For example, when treaties on diplomatic or 
cultural representation were concluded between countries, they were always 
set up on a reciprocal basis. Shaikh Yusuf said he did not look forward to 


“any violation by either side of this agreement, but. he felt that, its recip- 


rocal nature should be made clear, 


lire Newsom replied that reciprocity in diplomatic or consular treaties 
was normal, but the United States had never viewed its relations with Saudi 
Arabia and its agreements concerning the Dhahran Airfield as-analagous to 
such treaties. He recalled to Shaikh Yusuf that both His Majesty and the 


‘late King Abdul Aziz had said that they considered it an infringement of . 


Saudi Arabian sovereignty to "give away" any part of Saudi Arabia in exchange 
for rept or services. ‘They wanted cooperation but not necessarily a balanced 
contract. That same spirit guided United States thinking with regard to this 
agreement. The United States would work hard to strengthen Saudi Arabia, but 
this did not mean that the two sides were trading one specific commitment for 
another specific commitment in cold calculated terms. The U.S. recognized 


_ its commitments and agreed to carry them out, but if Saudi Arabia were one 


day to feel that for some reason it was not able to carry out all its commit- _ 
ments under the agreement, this would not necessarily mean that the U.S. 


“ would: immediately cease to: carry out its own commitments. The U.Se would try 


to locate the source of the problen and work it out in conmon with its iar ana 


Shaikh Yusuf said he admitted that this was a delicate point, but 
although it might be difficult, it did not prevent their trying to solve it. 
He said it was equally true that, should the U.S. stop sending military assis— 


tance some day, this would not automatically mean that U.S.-Saudi friendship had 


_ SECRET 


SECRET 
= 


ended. Saudi Arabia had demonstreted this in recent months when it continued 
to allow the United Stetes to use the Dhahran Airfield in spite of the fact 
that there had been no early prospect that the Dhahren Airfield Agreement 
would be renewed. Shaikh Yusuf said that mutuality was a normal and naturel 
factor in any agreement between persons or governments. Under the eye of its 
own people and its neighbors, Saudi Arabia would need justification for its 
volitical and military course of action. Shaikh Yusuf said that His Majesty 
had raised this point many times in his discussions with Ambassador Wadsworth, 
and it was within this context that His Majesty had been speaking. 


lire Newsom said he appreciated Shaikh Yusuf's explanation but he felt 
that, under his instructions, he could go no further on this point at.the 
moment . 


Shaikh Yusuf reiterated that this was one of the most delicate problems 
they had yet faced in'the discussions. He said he felt that -if there were 
any substantial disagreement on this point between the two’ sides, they would 
. have to proceed carefully, since he also could not exceed the context of His 
Majesty's instructions. 


Mr. Newsom said that before they left the point he would like t6 clarify 
in his own mind Shaikh Yusuf's view. ‘Shaikh Yusuf wished some language in 
the agreement which would imply thet, if either party failed to live up’ to 
the commitments agreed to herein, the other party would consider itself imned- 
iately releesed from its own obligations under the agreement. Shaikh Yusuf 
replied.that he would correct it a little to say that, if one of the parties 
was for some reason unable to carry out its commitments, the other party would 
have the right to modify its own commitments. The other party, he said, in 
explanation, would not of course be obliged to drop its commitments entirely 
but it would have the right to do so if that were found necessary. 


The two sides agreed to, postpone discussion of this point until a later 


, Mr. Newsom then said that the question of the settlement of differences 
between the technical military personnel of the two countries in Saudi Arabia 
was also a new note that had been injected into the discussions. The United 
States, he said, clearly recognized the sovereignty of Saudi Arabia over the 
activities which took place within its borders. The U.S. would be prepared . 
to restate its recognition of. Saudi Arabian sovereignty in this respect if 
Shaikh Yusuf so wished. However, the U.S. also recognized its own responsi- 
bilities under the new programs it was offering to Saudi Arabia. These 
responsibilities involved making certain that the training programs were 
successful and that the equipment supplied opereted properly. Mr. Newsom 
said that it was of course, recognized that these were aims shared by both 
countries. However, as they moved\into. more complicated fields of training, 
such as jet aviation, it would be seen that there were technical problems 
involved, some of which were still to be worked out by U.S. technicians. 

The U.S. did not, therefore, consider it logical that: one side of a two-party 
arrangement had the right to reserve the final decisions to itself. The U.S. 
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preferred, Hre Newsom said,.to reserve this matter and allow it to operate 
as it had in the past, namely by allowing the military specialists in the 
field to make the initial efforts to resolve their differences. If the 
technicians could not settle the problem, it could then be taken up through 
divlomatic chafhnels, which, he said, he believed was the present procedure. 
The UeS. could not see that in a joint agreement one of the’ parties could 
assume the position of the arbiter. 


‘ 

Shaikh Yusuf replied that Saudi Arebia was well aware that the United 
States fully intended to preserve Saudi Arabian sovereignty and it firmly 
believed that the United States would be the la&St country to entertain 
designs on the independence of Saudi Arabia. Furthermore, it was thankful 
for the many assistances in arms and training that the U.S. had already 
offered, and considered these assistances very helpful. However, Shaikh 
Yusuf said since these arms were being purchased with Saudi Arabia's own 
money in its own defense and for its own boys, Saudi Arabia believed it-was 
only right that it be allowed to determine what and when it could buy. 
Otherwise Saudi Arabia would be like a minor dealing with his guardian. 

- Mr. Newsom replied that no inequality between the two governments was. 
implied by the UeS. position. Frankly, he said, if the U.S. were to deliver 
equipment before it could be properly used, the U.S. would be blamed if the 
equipment did not operate properly. Mre Newsom added that he was sure it was 
the purpose of both sides to create an effective defense force for Seudi 
Arabia for the least price. The UsS. felt it had a responsibility to do 
its best to accomplish that aim. The problem was solely releted to the 
orocurement of equipment and the determination of Saudi Arabia's ability to 
maintain that equipment. Shaikh Yusuf agreed with Mr. Newsom's statement on 
the context of the problem. ee: 


After working with his colleagues on the suggested text, lir. Newsom 
offered the following wording to Shaikh Yusuf as a new paragraph, I-j: 


"Tf ever disagreement should arise between the technicians 
of the U.S. and Saudi Arabia with reSpect to the capabilities 
of the Saudi Arabian personnel concerned to operate and maintain 
items which Saudi Arabia seeks to procure from the U.S., such 
disagreements may be referred to His Majesty the King. In such 
cases the appropriate U.S. authorities will be afforded every 
facility to provide His Majesty with such advice as they may deem 
necessary, and either government may make the matter the subject 
of diplometic discussion." 


Shaikh Yusuf in turn studied the wording and then proposed the following 
amended text: 


"Tf at any time disagreement. should arise between the technicians 
of the UeS. and Saudi Arabia with respect to the capabilities of 
the Saudi Arabian personnel concerned in the operation and main- 
tenance of equipment which Saudi Arabia seeks to procure from the 
UeS., such disagreement shall be resolved through diplomatic 
channels. If agreement is not reached, the disagreement will be 
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submitted to ilis Majesty, end his decision-will be final." 
Shaikh Yusuf saic that it was assumed that, since diplomatic channels 
would be the first ones to be used, His Majesty would be fully informed of 
the matter. It seemed to-him, Shaikh Yusuf said, that if the military 


technicians could go straight to His Mejesty, this anounted to by-passing 
the American Embassy, which he did not believe was a good idea. 


hr. Newsom replied that he appreciated Shaikh Yusuf's efforts at resolving 
this point and suggested that this problem be reserved until he had a chance 
to discuss it with Ambassador Wads worthe 


The meeting ended here. 


Drafted by William A. Stoltzfus, Jr., Bmbassy Jidda 
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actions are not contrary to this peuctibtnn which we both supported. a 
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appreciate Your Majesty's acceptance of letter along Lines toneeee ; U 


aR in order to record our common understanding on this matter UNQUOTE 
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Inclusion in Agreement with Saudis tf Reference to the U.N. 
Resolution of November 2, 1956. 
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In an early meeting of the committeé drafting our agreements with Saudi an 
Arabia, Sheikh Yusuf Yasin asked for elimination from the note of language Ge oe | 
related to-the November U.N. resolution. ‘i 


He informed us that he was under ." 
_ instructions from the King not to relate this resolution to our present... 


agréements with them, and he was also under’ instructions not to wise the ol g | 
matter e 3 


I therefore suggest that you may wish to ask Yusuf Yasin to trans. fe So 
* message on this matter to the King. At the same time we could send a 
through our own channels. We have prepared a suggested message. 





Recommendations 





That you approve the attached message for transmittal to Sheikh Yusuf 
and, through our own channels, to the King. 


Gi 
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v Mire, Newsom said that Sheikh Yusuf would recall that they had discussed carliog 
we the question of the application of the November 2 resolution to the agreement bei 
negotiated between them with respect to the sale of military equipment. He said it (te) 
was his undérstanding that Sheikh Yusuf was under firm instructions not to discuss O1 
this issue but that, if he was requested to so, he would raise the matter’ again. ~] 


with the ‘Kinge ' 
j _ t 
Sheikh Yusuf confirmed this understandings 6 


' Mire Newsom. said the Secretary of State. continued to believe that it was impor- _ 
tant to record their common understanding that the U.Se-Sdudi Arabian agreement Q 
was in accordance with that. section of the November 2 resolution which concerned  (j} 
the shipment of arms into the area of hostilities. Mre Newsom said that the Secre-\. 
tary had, accordingly, sent a message to the King informing the King that he was (_ 
asking Sheikh Yusuf to reise this question again, and explaining whye ‘Sheikh Yusuf 
asked whether the Secretary still wished language related to this in the agreement. 
Mre Newsom said that he did not, but that he hoped the King would accept a letter — y 
confirming their understanding on this mattere 


Sheikh yusuf agreed to discuss it with the King. — | = 
‘ ri ,; bs $ 
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Z r United Stetes assistance abroad, provision of 
$e a 7 assistance r the present proposals is 
qY- subject to authorization and appropriation 
si of funds for this purpose by the United States 
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In connection with the Saudi Arabian negotiations, and particularly 
the phrase with respect to the availability of funds, I have been looking 
into some earlier agreements and thought you might be interested in the 
following background information on the way in which promises of 
assistance in future fiscal years have been qualified in the case of the 
other countries where commitments for future assistance have been made i 
order to obtain base rights: 


7 
7 
; 


Spain ‘ j 


m "Such support will be conditioned as in the case } 
‘f° sof other friendly nations by the priorities and 
limitations due to the international commitments 

of the United States and the exigencies of the 
international situation and will be subject to 
Congressional appropriations." 


Libya 


fe "It will of course be understood by the Libyan 
a$ .Govermment that, as is true in the case of any 


LE00-2/dSii-G° veel ae 


sili 


“While my Goverment will always be prepared to 
give sympathetic consideration to requests for 
the furnishing of equipment, materials or services 
which the’ Postuguese Government might advance in 

_ the future in the light of technical progress or 

an increase in the contemplated number of missions 
and flights, our ability to comply with such 
requests is, as you are aware, subject to the 
existence of authority end the availability of 
appropriations and equipment in light of 
priorities and limitations due to international 

commitments of the U.S." 


Robert G. Barnes 
Special Assistant to the Under Secretary 
for Mutuel Security Affairs 


SECRET 


DESPATCH NO. 


i 


sw, 


: "REPRODUCIBLE 
Qa 2-20-F 


AGENCIES |coPies| — NONREPRODUCIBLE ENCLOSURES FILE NO. 














eR eee 
COM ACTION OFFICE 
FCC 
eee tote go 
FRR | | Pg. comes | nonREPRODUCIBLE ENCLOSURES 
a ee Ca ae re Fa 
2 a ree Gh ee 
(| 2 ee Rea ee S.C ee ee 
Ei a ae 9 Se a 
i i a a © ee | a aes ee & 
ie ae eee Cea ees 
eS Bae : 
oe eee i 2s ae, 
[ee Ee cae aaa (aN eS 
= hs; a Se eee | ee ae 
ae a a Ce a 
oe) ty rusun | / 
‘et _ Ses i A SS 
ee ee a a ae fe 
7) | a I ae oe (See ea 
ae de. Lee (See = 
ie] en 5 Eee eeeees | ter WERE 
et ee) Pe SE ee 
ft 
fae Be, 4 
Pp of Od eh | 3 | FH 
ee eae Ses Lael TE 
ep SaaS es ee ae . 
ital ROSIE kane Sears eee ae 
Je PERT a et: 
sa a i COPIES 
ae 
@ : DATE MASTERS 
3 
OPERATOR'S NO. ENCLOSURES: T] ye [] wo 
So (Check one and indicate below) 
ASSEMBLER’S NO. C Sent with Action Copy . 
Forwarded to Distribution Desk 
CO Held at Receiving Desk 
DISTRIBUTOR'S NO. oO Pending receipt in Deps 


s 





Rie VRE ne res 


This document — of 2. pages 


= i SECHET Nef .... of 2.2. Cortes es, Series 2) us 


DEPARTMENT OF STATE 
Memorandum of Conversation 
DATE: February 20, 1957 
| SUBJECT Meeting of the U.S. Saudi Arabian Drafting Committee at the Department : 


oe es | 
ea 
‘are 


of State, February 20, 1957, h:00 to 6:00 p.m md nN 
ue) ae 
PAXPICIPANTS: Representing Saudi Arabia Representing the U.S. Be 
Shaikh Yuser Yasin Hr. Newsom, Chairman — , } 
Ambassador Khayyal Mr. Hancock, USAF 2 
Mr. Abdul Moneim Mustafa Dr. Evans, USAF NY 
General Tassan Mr, © 4? 
Major Taib Col. Oo} 
Mr. Badawi Mr. Stoltzfus, Embassy Jidda > iF 
Mr. Adib _™, Mr. Nowfel (Interpreter) . 
Mr. Majid OG) ‘. O1 
. a 
COPIES TO: NEA-X(c¢) G-1( ‘<<) Defense (Major Bradford Owen)-3 /- “e a Es 3 
NE-2(3¢¢) L-1(cc) Air Force (Dr. Delavan Evans)-3  — OB: 


U/MSA-1(<~) " Jidda-1 (<< | 
Dhahran-1(< < } A= vi 


243 





Shaikh Yusuf opened the meeting by saying he had no new suggestions to 
offer in solution of the ‘outstanding question of arbitration. Mr. Newsom 
explained that with respect to aircraft the U.S. Government had responsi- 
bility of assuring the Civil Aeronautics Administration that aircraft to be 
used by foreign countries were needed and would be effectively maintained. 
He .said he was not trying to put obstacles in the way ot Saudi Arabia in 
their desire to purchase aircraft, and it was no reflection on the sover- 
eignty of Saudi Arabia, but it would not be fair to other countries which 
purchased aircraft from the U.S. to have to abide by these regulations while 
Saudi Arabia was not subject to them. Mr. Newsom said that countries receiving 

scarce items of equipment had to have, on U.S. technical responsibility, the 
 \Qhapability of using them effectively. 


LSO 


OQ 

Shaikh Yusuf replied that he understood Mr. Newsom's point but the fact (f 

was that the two countries would always have to admit that their agreement [': 

8 was based first and foremost on good will. If for. any reason, God forbid, b 

® something occurred to change this good will, the agreement would thereafter ~~’. 

” be without value. He thought therefore that the most logical course was 
that differences be referred ultimately to His Majesty, and if the U.S. 

Government could agree to this it would create a very good impression in 

Saudi Arabia. > 

“oO 


Mr. Newsom replied that he could well appreciate that the fr : 
problems to His Majesty would create a good impression in Saudi 
a was no reflection whatever on His Majesty, the U.S. still di 

& 3 to the resolution of difficulties between two parties by one ‘of. 
members. That was a position, he said, from whieh. the U.S. couldnot moves — 


9b is 
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Mr. Newsom said that he could therefore see no alternative to stating that 
the solution of differences would be on the basis of agreement between the two 
sides. In fact, he said, the views of His Majesty would be given first 
consideration. In addition to this it would be of great value to have any 
ideas the President might have on the matter. Mr. Newsom said the best 
solution would be one which recognized the interests of both Chiefs of State 
and in which, through diplomatic channels, questions could be referred to 

the highest authorities in both countries. After all, he said, it was the 
close relations between the Chiefs of both countries that gave Shaikh Yusuf 
and himself the occasion to work on the agreement they were now discussing. 


Shaikh Yusuf said he believed the U.S. had moved toward the Saudi Arabian 
position and he and his colleagues were now ready to do likewise. He wished 
to suggest, therefore, the following wording. 


» "If any disagreement arises between the competent U.S. and 
Saudi Arabian authorities concerning the implementation of any 
provision of this agreement, such disagreement shall be settled 
through diplomatic channels and, if the need arises, may be 
referred to the highest levels of both governments for the settle- 
ment thereof in.the spirit of cooperation prevailing ene them 
and in the realization of their common interests. * 


Mr. Newsom said he appreciated Shaikh Yusuf's suggestion and agreed to 
it (paragraph ). 


Mr. Newsom then turned to the credit question and reviewed the Saudi 
Arabian request for the elimination of the service charges, monthly payments 
rather than 5 equal 6-monthly payments, and the elimination of the down pay- 
ment. He said he would like to explain that the U.S. had met Saudi Arabia's 
request to the greatest extent possible. The U.S. had met Saudi Arabia's 
requests because of the two considerations: (a) U.S. recognition of the 
special financial problems that Saudi Arabia now faced and (b) the special 

problems of Saudi Arabia with respect to interest. 


Mr. Newsom said the U.S. had agreed to provide credit for $50 million 
on the letters ot offer which had been submitted or were in the process of 
preparation. He said he wished to explain that the total value of Saudi 
Arabia's request for arms and equipment so far might exceed $50 million. 
However, anything purchased by Saudi Arabia on the basis of its current 
orders which exceeded $50 million would have to be paid in cash. On that 
basis the U.S. was prepared to eliminate the down payment, the service 
charges and was prepared to accept monthly payments. All of these modifica- 
tions, however, were limited to the-first $50 m&Llion of orders. ‘ 


Mr. Newsom said thet he had prepared the following language to be 
inserted in paragraph 2-A of the supplementary note: 
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"The U.S. in recognition of the special financial problem 
now facing Safdi Arabia will sell. to Saudi Arabia on credit 
terms equipment and materials in the amount of $50 million as 
specified in letters of offer, provided such letters of offer 
are accepted prior to July'1, 1957. The Government of Saudi’ 
Arabia will pay the Government of the United States the cost 
of such equipment and materials as specified in the letters of 
offer together with related services over a. 36-month period after 
the acceptance of the letters of offer, with payments in 35 equal 
monthly installments beginning 30 days after the acceptance of 
the letters of offer. . The U.S. will give consideration to further 
credit on aadttional purchases which may be agreed upon." 


Shaikh Yusuf said he appreciated the ‘financial problems and problems of 
law in the United States, but it seemed to him that the first sentence was 
somewhat derogatory. Mr. ‘Ne&som said he was sorry, but Saudi Arabia's current 
problems had en his main assistance in getting such siaidciah ceed terns. 


Shaikh Yusur replied that he realized this note was not rey be published 
and that the question of Saudi Arabia's financial problems were already in 
His Majesty's memorandym to President Eisenhower, -but he would like to suggest 
that the first sentence start "in view of the financial circumstances now 
facing Saudi Arabia..." This amendment was agreed to by Mr. Newsom and his 
colleagues. 5 


. Shaikh Yusuf said that his side agreed to accept credit terms for $50 
million and if Saudi Arabia decided to purchase more than $50 million worth 
of arms and equipment before the erid of this financial year it would pay 
cash. If the order came in the next financial year, Saudi Arabia and the 
United States could work out some new credit arrangements. 


Mr. Newsom pointed out thet of course Saudi Arabia could select any 
equipment or arms it chose out of the total for which letters of offer had 
been submitted; thus, if.it chose, Saudi Arabia could hold its total purchases 
to $50 million or less. He said he wished to remind Shaikh Yusuf that the 
U.S. could not now commit itself on any credit arrangements for the next. 
financial year. Shaikh Yusuf said he understood and agreed. 


: The meeting ended here, and it was agreed that ‘the next session would 
be at 4:00 PeMey February 21. 


prafted by William A. Stoltzfus, Jr., Embassy Jidda. 
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: During the first part of the meeting the two sides reviewed the text 

of the basic. note and the supplementary memorandum, and a number of minor’ 
changes were suggested and agreed upon. Regarding the outstanding problem of 
"mutual commitments" Mr. Newsom said he wished to reiterate the U.S. think- 
ing that this agreement should not imply that, if country A did not do some- ND 
thing, country B would immediately stop carrying out its commitments. After O 
all, Mr. Newsom said, His Excellency was, as he understood it, concerned Ol 
more over the broad commitments of the ‘two sides; that was to say, the Dhahran N 
Airfield and arms. He said he therefore wished to suggest the following 
paragraph for the siipplementary note: 


"The two governments recognize the broad. respective commitments 
they have undertaken in accordance with the exchange of notes of oO 
February , 1957 and as further implemented in this note and to 
affirm their intentions to carry them out in the spirit of good will v; 
and for the mutual benefit of both countries." 
A 


fter further discussion this language was tentatively stiches to by the 
oabaiias side. by 


. Mr. Newsom then said that the main problem that remained was that relategg) 
to the capabilities of the Saudi Arabian personnel. The problem_the U.S. : 
: E 


Zi. aalhe 


found was Saudi Arabia's suggestion that differences between 
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authorities or to the King; (2) there was no provision in the Saudi Arabian 
' language for the differences to be referred also to the highest U.S. authori- 
ties. Mr. Newsom asked Shaikh Yusut for his comments on these points. 


Shaikh Yusuf said it seemed to him there was no problem. The differences 
of a technical nature were to be discussed first between competent technical 
authorities of both sides. If the two sides still differed, the whole matter 
could be referred to diplomatic channels. It could be presumed in the latter 
case that the Minister of Defense would have submitted his point of view 
through. Saudi diplomatic channels, and the U.S. technical personnel would 
submit their point of view to the American Embassy. Thus the. respective 
diplomatic athorities would have access to all the technical information 
available from their own parties. It could also be assumed that the technical 
authorities would have access to their own highest diplomatic authorities, 
and the U.S. Government and His Majesty would in turn get their information 
from their respective diplomatic officials in Saudi Arabia. In the case of 
continued disagreement the difference could bewferred to His Majesty, since 
the Saudi Arabian Foreign Minister and the American Ambassador both had ready 
access to His Majesty. — 


Mr. Newsom said he did not wish to drag out the matter but he would like — 
to remind His Excellency. that this was_a new problem that had been injected 
into the talks; and the U.S. had made a concession by showing its willingness 
to discuss it. It was the Department's. feeling, he said, that neither 
government could reserve to itself alone the authority to arbitrate differences 
between the U.S. and Saudi Arabian technical persomel. 


Shaikh Yusuf replied that he could agree had it been a matter pertaining 
to the two governments equally, but this question, he said, ultimately concerned 
Saudi Arabia alone. Saudi Arabia had neged.of arms and equipment which it was 
purchasing with its own money for its own Army. The point was, he said, 
whether the United States was willing to deliver the arms or not. If it was, 
it should then be left to the ultimate judgment of His Majesty when the arms 
were to be delivered, because it was His Majesty who was buying arms for his 
own country. This, Shaikh Yusuf said, did not appear to him to be an equal 
and bilateral situation. 


Mr. Newsom said He eae every desire to solve this problem but he did 
not believe that the U.S. could absolve itself from its share of responsibility 
for seeing that the equipment it provided operated well and that the training 
program it was providing was successful. 


Shaikh Yusuf asked whether the U.S. thought His Majesty so tolerant 
that he would allow his own military people to fail in these respects. He 
said the U.S. could rest assured that the American personnel who were his 
guests would find him tending to favor their side over his own. . 


Mr. Newsom said that the American wording provided a framework within 
which either. ruler could make the same gesture. Shaikh Yusuf replied that 
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this would be possible only where each side had equal responsibility. Such, 

however, he said, was not the case. os 
Mr. Newsom then suggested that they eliminate both versions entirely. 

These problems, he said, would be worked out at the time they arose, and it 


was perhaps better not to try to anticipate ariticulysies that might never 
arise. 


Shaikh Yusuf said that this would not help the situation because it would 
mean they had not completed their job. Mr. Newsom said he was sorry this 
problem had come up, but he hoped Shaikh Yusuf would see that the U.S. could 
not be completely forgetful of what it understood were its ‘responsibilities 
regarding the provision of equipment to Saudi Arabia. He suggested that each 
side review the problem separately and meet again that afternoon. 


The meeting ended here ahd it was agreed to hold the next session at :00 
pem. on sai 20. 


“« 


Drafted by William A. Stoltzfus, Jr., Embassy Jidda. 
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February 21, 1957 
Y. 


MEMORANDUM FOR: NE = Mr. reyes 


SUBJECT: Draft Agreement with Saudi Arabia 


a 





I have now. reviewed the latest and what I gather you 
consider the final draft of the note and annex to be signed 
with the Saudi Arabian representatives. I have no particular 
comments to make beyond those which I gave you Saturday <=. 
afternoon and which are covered in the attached memoranduyts 


It seems to me there are two main points that need 
serious consideration: 


1. The memorandum by Oscar Gray of February 20 
which I think raises an important constitutional 
and tactical question vis-a-vis, the Congress on 
which I think the L and H areas must make the 
recommendatione 


2. The general question of availability of 
funds and authority under the Mutual Security Act 
and whether we will not in the long run damage. our 
position if we do not have a clear reservation 
in this document. I would, therefore, like to 
request that consideration be given to inserting 
in the fourth line of paragraph C of the Annex. 
the phrase "prepared, subject to the existence 
of authority and the appropriation ‘of funds,". 


ak? Barnes 


Attachments: — 

: Za 
Memo for File, 2/18/57 re 
Draft Agreement, CC #3 a 
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Mr. Murphy opened the meeting by saying he was glad that such fine 
progress hed been made in the telks. He had been following them closely 
even though it had been impossible for him to be present at all of the 
meetings. He said he velieved that the two sides had established a very. 
firm basis.for cooperation during the coming years. Much work remained ead 
¥ @ sid _jr0 be done, of course, in coming technical discussions in Saudi Arabia | 
54 On the technical details of the training progrem, on the economic projects 
a ll and on the Dhahran Airfield, but he and his associates wer: certain that 
Ae these future talks would be carried out in the same cordial atmosphere of 
good will that had characterized the discussions in Washington. Mr. Murphy Nt 
said he was sure Shaikh Yusuf would agree that agreements were only as valid . % 
as the strength of the spirit of cooperation between the two governnuents. 
Both the U.S. and Saudi Arabia could now look forward to mutual benefit in 
the same spirit that had been established by the meetings betwq@am Hi 
Majesty and the President. He said he could assure His Excellegcy ia 
UeS. regarded His Majesty's visit as of vital significance not ,anlyp- 
two governments concerned but to the world. 5 
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Shaikh Yusuf thanked Mr. Murphy for his fine statement and said Saudi 
Arabia, its people and the Arab World appreciated the valuable results that 
had come from the visit of His Majesty to that great leader, President 
Eisenhower. Shaikh Yusuf said that he and his associates had been deeply 
touched by President Eisenhower's speech of February 19. This speech, a 
said, had shown President Eisenhower's deep understanding of the Middle Eas 
and had been full of reason, wisdom and knowledge based on the realities _ 
the situation. President Eisenhower, he said, wes constantly thinking of 
ways of settling problems on the basis of justice. The speech would have 
a good effect on the Arab peoples and would help them to better understand 
UeS. policy. This was an important addit to the visit of His Majesty, 
who had come to the United States with the object of helping the U.S. and 
its. people to better understand the Arabs, because then the United States 
would know how to deal justly with Middle Egsterh problems. Shaikh Yusuf 
said that as a result of this mutual understanding there had come out of 
it a deep understanding between the U.S. and Saudi Arabia. 


Shaikh Yusuf said that although he and his-associates had been deprived 

_of Mr. Murphy's presence during some of the talks, they had felt his presence 
nearby. He said he wished to thank Mr. Newgom and his colleagues for their 
patience and good spirit in dealing with problems util. they had been sur- 
mounted. As he had mentioned-many times before, he said, the basic point 
was that there had been good will and cooperation throughout the talks; and 
it was this spirit on which Saudi Arabia depended more than upon the words of 
an agreement. He said he agreed with Mr. Murphy that this good will would 
continue until complete agreement had been reached on all the questions and 
detéils which were still pending. Hé wished to assure United States officials 
and personnel going to Saudi Arabia that they would find there as much 
. confidence ani will to cooperate as he and his colleagues had found here. 


As far’as their work was concerned, said Shaikh Yusuf, the drafts of 
the notes appeared now to be in final form. However, of course, he said, 
they would have to be referred to His Majesty, who would either approve 
them or transmit his comments on them. Upon receipt of His Majesty's final 
approval, the agreements could be signed and exchanged. Shaikh Yusuf said 
‘that he would be leaving Washington the next day (February 21), but that 
Ambassador Khayyal would. be prepared to sign for Saudi Arabia. 


Mr. Murphy said that he would be prepared to sign or initial the notes 
either the next day or, if His Majesty had not been heard from by that time» 
on Monday (February 25). - 


Shaikh Yusuf said he had one "minor" matter to raise before he left. 
He had a note at the Saudi Bubassy wherein it-was stated that the U.S. 
- was reque $15 million from Saudi Arabia for the silver it had “iil 


said that 
liquidated without cos 

‘Saudi Arabia had participated in the victory and therefore it would also 
be the object of President Truman's generosity. Shaikh Yusuf said he hoped 





SECRET 
-3- 
that the U.S. Government would be able to withdraw its request for a refund. 


Mr. Murphy ‘replied that the U.S. Government would give every thought 
to Saudi Arabia's request. He said he hoped that all of them could say that 
they had aiid: in the victory. 


Ambassador Wadsworth said that when he had returned to Washington the 
day before, the subject of the Lend Lease silver fund for ‘Saudi Arabia was 
one of the first that had been brought to his attention. He said that he 
had thought that he could discuss this subject with Shaikh Mohammad Surur 
upon his return to Jidda. Ambassador Wadsworth said that a representative of 
the Treasury Department met him yesterday and told him that a memorandum 


- was now being prepared on the subject. This memorandum had, among other 


things, a list of the countries with which the U.S. had Lend Lease silver 
agreements. This memorandum, he said, he hoped to use as a guide in his 
discussions with Shaikh Mohammad. Ambassador Wadsworth suggested, however, 
that, since Shaikh Mohammad was now in Washington, it might be desirable 
for him to discuss the matter with Mr. Shaw of the State Department and - 
representatives of the Treasury Department in order to solve the ahaa 
which, he said, he believed could be solved. 


It was agreed that the Minister of Finance would remain after the 
meeting to discuss the matter with Treasury | aacmiiamaniies and with Mr. 


. Shawe 


Mr. Murphy then turned to the question of Buraimi and said that he 
had discussed the matter with Mr. Rountree. As a result, the U.S. Govern- © 
ment had contacted the United’ Kingdom and had expressed its thinking to 
the British Government as best it could. Mr. Murphy said that no answer had 
yet been received, but he wished Shaikh Yusuf to know that the U.S. Govern- 
ment had raised the question once again with the: United Kingdom. . 


Shaikh Yusuf thanked Mr. Murphy and reminded him of his point that _ 
Saudi Arabia considered it would be helpful if the U.S. would itself make 
definite suggestions for a solution of the problem. Mr. Murphy replied 
that he would study the matter further. 


Shaikh Yusuf then said that General Tassan was still awaiting a reply 
to his requests for rifles for the arming of the National Guard and the 
reconditioning of the al Kharj munitions factory. 


Mr. Murphy replied that the arms for the National Guard were still 
under discussion with the Department of Defense, and it was hoped there 
would be an answer shortly. The U.S. Goverment was eager to give Saudi 
Arabia satisfaction if it possibly could, but another short period of time 
would be needed before the technical features of the request could be 
worked out. Mr. Murphy said that he hoped a firm proposal could be made 
through the American Anbassador by the time the Minister of Defense returned 
to Riyadh. 


Mr. Murphy said he also wished to inform Shaikh Yusuf of. the latest 
U.S. thinking on the Saudi aiggensson that blocked —= funds in the 
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UeS. and U.K. be released. This question, he said, had been raised first 
when His Majesty was in Washington. Mr. Murphy said it was the honest 
opinion of the U.S. that events in the area had not reached the stage where 
a further review of this question by the U.S. was possible at this 

The U.S. therefore was not prepared to say anything further at the coment. 


Mr. Murphy said the thought just occurred to him that the Department — 
might instruct the American Ambassador in Cairo to inform Egyptian authori- 
ties that an energetic demarche had been made by His Majesty in Washington 
in an effort to improve relations between Egypt and the U.S. and that the 
UeS. Government had indicated it could do nothing regarding the blocked funds 
because of the continued tensipn in the area. Mr. Murphy. said that Ambassador 
Hare could also inform Egyptian authorities that His Majesty and his officials 
had done everything they could in Washington to solve the problem. 


Shaikh Yusuf said he wondered whether Mr. Murphy could add to his 
message to Mr. Hare a phrase to the effect that the United States Govern- 
ment was considering releasing the funds shortly.. Mr. Murphy said that 
the U.S. could make no commitments to that effect at the moment but that 
he Shania his own suggestion might be helpful. 


Shaikh Yusuf said that His Majesty had given his ideas on the best>way 
to help lessen tensions in the area and improve relations between the U.S. 
and certain Arab-countries. He said that he could only hope that the U.S. 
Government would take His Majesty's advice. Shaikh Yusuf added that some of 
his colleagues were just telling him they thought that these instructions 
to Ambassador Hare should be put off until His Majesty arrived in Cairo and 
had time to assess the situation there. He said that, had the U.S. answer 
been affirmative, he would support the suggestion, but since the answer was 
negative he was not sure that it would assist in improving relations. 


Shaikh Yusut agreed that it would be a good idea to send instructions 
to Mr. Hare along the lines suggested by Mr. Murphy, but that it would be best 
if Mr. Hare contacted Saudi Arabian officials in Cairo to see what was the 
best use that could be made of the U.S. reply. 


Mr. Murphy said he would have to excuse himself from the meeting but 
before he left, he wished to thank Shaikh Yusuf for his patience during all 
the discussions that had been held during the last few days. Shaikh Yusuf 
replied that: he had had a very pleasant time and he believed His Majesty 
would. find the work they had done’ very much | to his satisfaction. 


Mr. Newsom then took over the meeting and went over with Shaikh Yusuf 
a few minor changes to the supplementary note. Then, referring to paragraph 
C, Mr. Newsom said that the Department's legal advisor had expressed the 
opinion that, since this agreement covered more than the present fiscal year, 
it would be necessary to mention that future programs were "subject to the 
existance of the required legislative authority and availability of funds." 


Mr. Newsom said Shaikh Yusuf would note that paragraph C looked forward 
to future cooperation which could be of two kinds. If the future programs 
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agreed upon were for the sale of arms and equipment, the appropriate authority 
was already given and no availability of funds was required. However, if this 
paragraph were to include possible future U.S. contributions in such fields 

as these of training, a reference to appropriate legislative authority: and . 
the availability. of funds would have to be included in the language. This 
paragraph, Mr. Newsom said, referred to undeveloped programs which were still 
vague and in the future, where it stood to reason that funds would be needed 
before anything could be done. 


Shaikh Yusuf said that in order to facilitate and expedite their final 
work he and his colleagues would agree to the insertion of this wording, 
although he personally could see no need for it. 


There followed a considerable discussion of paragraph B, the U.S. side 
contending that, as worded, it did not provide for effective and timely 
coordination between-military suthorities in Washington and U.S. technical 
personnel in Saudi Arabia with respect to future joint procurement planning. 
The U.S. side therefore argued for the including of the following wording at 
the end of paragraph B: "...a procurement program to be prepared jointly 
and to be subject to review by the appropriate authorities of both governments." 
Shaikh Yusuf disagreed, and contended that the U.S. technical people in Saudi 
Arabia would always be subject to instructions from Washington and therefore 
wording such as this would lead to confusion and the opposite result from that 
desired. 


Mr. Lang said that it was the U.S. concept that the authorities of Saudi 

. Arabia and U.S. military personnel in Saudi Arabia would together prepare a 
joint procurement procedure which, within the framework of their local knowledge, 
would be capable of achievement. After this joint planning on the local level 
had been completed, the proposals would then be transmitted to Washington 
where the central authorities would be able to study them as a package and 
either approve these proposals or suggest alternative equipment or alternative 
delivery dates. Mr. Lang said that in this way the tedious process of constant 
communication between Saudi Arabia and the. U.S. could be avoided and U.S. 
technical personnel in Saudi Arabia would not require instructions at every 
step of the way. The U.S. therefore, Mr. Lang said, would like to include 
language which would. help speed up a realistic procurement programe — 


Shaikh Yusuf said he did not understand the problem regarding the. 
language.of paragraph Be In his view, he said, all that Mr. Lang had explained 
was already understood in the wording as it was. All that the language 
provided for was that future procurement programs would be worked out jointly, 
and that meant between the two contracting parties. The details, he said, 
were of course still to be worked oute 


Shaikh Mohammad Surur interjected to say that if it was desirable to 
be specific, they could add to the last sentence of the paragraph the clause: 
",...a procurement program to be prepared jointly by the two governments." 
He also pointed out that the 1951 agreement, which was still binding, speci- 
fied how these details were to be worked out. 


SECRET 


‘ —6— 


Mr. Lang replied that if the saudi Arabian concept of these future pro- 
curement procedures were the same as that of the U.S., the suggestion of 
Shaikh Mohamnad was satisfactory. 


Shaikh Yusuf said’he was agreeable to the suggestion and proposed that 
the principle be established that the word "joint" or "jointly" in the Agree- — 
ment always meant "jointly between the two governments." 


The meeting ended here, and it was agreed that Ambassador Khayyal would 


inform the Department when he had received further instructions or comments 
from His Majesty regarding the Agreement. 


\ 


Drafted by William A. Stoltzfus, Jr., Embassy Jidda. 
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Abduilah Balkhair was sent to me by King Saud early this morning 
to réquest orally I communicate follow message promptly to 
Secretary from King. . ~ 


" BEGINS : \ 


1. King desires Secretary know He is fully agreed regarding 
substance all talks in Washington. ; ' 


2. King believes it would be wise, before agreement is signed, 
.for Department send text to Saudi Arabia‘so that Prime Minister 
Faisal can read it before signature. There would be no substantive 
changes---King pledged his word to this---but there mtght be 
some’"small word changes", : 
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N 
3. King suggested Department might wish send someone to Saudi i 
Arabia with texts; in this event signature could take place there: 
otherwise, Saudi Government would return text to Washington "in 
one week" and would authorize Saudi Ambassador sign in Washington. 


4, King-wished..Secretary know this message strictly between: 

hgm and Sécretary; King does not propose inform Saudi Embassy 
Washington or Saudi delegation of this message. King would like 
wt Ui side to suggest procedure of sending text to Saudi Arabia 
r Primé Minister to.s@@. King believed US initiative in so 
ing important. 4 ' 
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MESSAGE 
: 


{ On behalf King, Abdullah Balkhair Suggested Secre tary:inpps 
ould be sent via Ambassador Tappin or via American Epba@: rairo. 
. * a , ‘i 
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‘ DEPARTMENT OF STATE 
Memorandum of Conversation 


DATE: “ebruary 2U, 
Equipment for Seudi Arabian National Guard — 


General. Ibr ahim Tassan, Saudi Arabia 


PARTICIPANTS: Mr. l'aisal Badawi, Saudi Arabian cai 


Mr. David D, Newsom, NE 
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Prior to General Tassan's departure for Saudi Arabia, Mr. Newsom 
mentioned to him that his informal. request for equipment for the Saudi 
Arabian National Guard was still under consideration, Mr. Newsom said 
that, on the basis of a preliminary costing of the items, the total 
would appear to be over $7,000,000, Mr. Newsom also said that not all 


_of the items were immediately available, He suggested that before 


General Tassan submitted his formal request for these items through 
the Saudi Arabian Embassy he might wish to investigate other sources 


of supplye. 


Generel Tassan said he wondid consider this and in the event he 
decided to proceed wovld instruct the Embassy to submit a formal 
request. Mr. Newsom said that the matter would be considered at that 
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time and that until the request was received it was not possible to say ¢ 


what items would be available. 
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x yw ment. Thirdly, the United States will control the spare parts, which is 


al stand that agreement to sell some arms to Saudi Arabia was necessary 
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Mr. Whetsel called at his requeste He said he would be going to Muscat (O 

next week and knew the Sultan would raise certain questions. Mr. Whetsel 0) * 

wanted the Department's views. > 


rst question, Mr. Whetsel continued, was the use which Saudi sa 
Arabi make of any arms it received from the United States under 
the current negotiations. The Sultan might suspect these arms will be used 
against him by the Saudi Arabian Goverment, or indirectly, through Saudi 
provisioning to Yemene 


+ Myr. Rockwell replied that the arms to ‘be sold to the Saudis were 
scheduled for delivery over a long period of time and were, by and large, 
items which would be impracticable for the kind of border skirmishing which 
has existed between the Sultanate and the Saudi. Arabian Govermment. The 
Saudis already have the small arms for this kind of harassment. Secondly, 
the arms are to be provided only for the legitimate self defense and 
internal security of Saudi Arabia, as agreed by the Saudi Arabian Govern- 
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preferable to having such control lie elsewhere. Mr. Whetsel, would under- 


order to obtain Saudi agreement to the continued U.S. use of the 
Air Field. ai 
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Mr. Rockwell also suggested Mr. Whetsel could express to the Sul 
the personal view that the United States Government regards the Us Ke 


presence 
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presence in the Trucial Coast Sheikhdoms as constructive and beneficial. 

It might also ‘be pointed out to the Sultan that the United States is 

selling a limited amount of arms to Saudi Arabia because of the rights which 
are held at the Dhahran Air Field, a vital Hink“in.Free World defenses. 

It is clearly better for the stability of the area that the United States 
supply Saudi Arabia than, for example, the Soviet‘ Union. 


A second question raised by Mr. Whetsel was that of U.S. representation 
-in Muscate Mr. Rockwell told Mr. Whetsel the Department is planning to begin 
negotiations for an FCN treaty and the establishment of a consulate sometime 

late this spring - perhaps a May. Mr. Whetsel expressed his appreciation. 


Mr. Whetsel pomarkea that the Dhofar-Cities Service Oil Company's 
operations have been encouraging, particularly wells #43 and #. Another 
well will be going in near the "line," and yet another will be drilled 
over the "line." (Mr. Whetsel referred to the Saudi Arabian line of claim 
which is well inside the territory claimed by Muscat. ) 


Mr. Whetsel also remarked on the Cairo Communique of February 28 and 
the support which it gives to Yemen. Mr. Rockwell said he did not think 
much importance. should be attached to the Communique. The danger in Yemen 
does not stem from relations with Saudi Arabia, he added, but rather with 
the USSR aa Egypte 


In response to Mr. Whetsel's question, Mr. Rockwell said that as far 
as he knew the U. K. had not expressed to the United.States Government 
concern over what might have been agreed during the negotiations with the 
Saudis over Dhahran. However,’ Mr. Rockwell added, we did not deprecate 
the possibilities which were giving Mr. Whetsel concerne We would naturally 
watch developments closely. 
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DEPARTMENT OF STATE ‘ 


Memorandum of Conversation 


DATE: March 5, 1957 


SUBJECT: US-Saudi Agreement 


Ambassador Abdullah Al-Khayyal of Saudi Arabia 
PARTICIPANTS" « Mamdouh Adib, Saudi Arabia 


Mr. Badawi, Embassy of Saudi Arabia 


pew? pare 


Mr. Robert Murphy, Deputy Under Secretary 
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Ambassador Khayyal said that the proposed notes to be exchanged : 
had been reviewed by his Government and that his Government agreed to _ Oi 
the exchange, His Government, however, wished to eliminate two ai 
sentences "of minor importance which had no bearing on the essence of 


the agreement." 


The Ambassador mentioned, first, the phrase "including the defense 
of the Dhahran Airfield," in Paragraph 1 of the basic note. 


Mr. Murphy said the United States could not agree to the elimination 
of this phrase, which was intended to demonstrate the affirmative United 
States interest in providing military equipment to Saudi Arabia. 


The Ambassador explained that this phrase would cause political 
difficulty for Saudi Arabia and might subject the agreement to criticism 
which would also be unfortunate for the United States, The Ambassador 
said this phrase tended to give the impression that the United States was 
defending Saudi Arabia's territory. The Ambassador said the phrase also 


= 
would create problems in Saudi Arabia where people in other parts of the : 


’ country would wonder “ kage attention was being given to aia 





Mr. Murphy and the iahaenatlce discussed other places in the note 
mere this phrase might be placed, but the Ambassador was firm in his 
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statement that it would not be acceptable to the Saudi Arabian Government 
in any part of the basic note. Mr. Murphy said he was somewhat at a l6s6 
to understand the position of the Saudi Arabian Government, inasmuch as 
this language had appeared in the commmnique and had not been subject 

to criticism at that time. He said he felt the commmique was much more 
widely read vane stat be the basic note. 


Mr. Murphy seuates that both parties give further consideration 
to this problem, and said that he would be in touch with the Saudi 
Arabian Ambassador at a-later date. He stressed again the United States 
attached considerable importance to this phrase and would not be ina 
position to agree to its complete elimination, 


The Ambassador then requested the elimination of the words "of 
common interest" in paragraph 6 of the agreement. Mr. Murphy agreed to 
this change. 
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ith called on Mr. Berry to say farewell before his departure 


technical asgects of the training program for the Saudi Air Force. He will 
also, probabfy in June, assume his responsibilities as Chief of the U.S. 
MAAG group, and as Commander of the Second Air Division. 


In the course of a discussion of the personnel and structure of the 
Department of the Air Force, General Smith noted that Colonel Pitchfield will 
be in charge of the Policy Division of the Air Force until General Snith's 
replacement is named next summer. (Mr. Evans, who will accompany General 
Smith for the negotiations indicated to ir. Sherwood that his work would be; 
carried an by Lt. Col. David L. Evans and Lt. Col. Benjamin Click). 


‘In response to General Snith's request, iir. Berry gave a brief tour 
-d'horizon of the prospects for the Near East. Following the return of the 
Richards iiission, the Department expects to approach the Palestine problem 
once more with a view to seeking a permanent settlement. Events of the past 
several months have shown again that the instability of the region can be 

ott traced in large measure to the Arab-Israel conflict. While the Arabs will 
not: at present accept recent events as proof of the need for a settlement 
with Israel, the Israeli withdrawal from Sharm el Sheikh and Gaza may pro- 
duce a "climate" which will permit progress toward a permanent settlement. 
In reply to General Snith's question concerning a settlement of the Canal 
Question, Mr. Berry thought an advisory board to the Egyptian $$vernment 
offered one possibility which might be ultimately accepted by *he ptians 
as the Canal users developed alternates to the use of the aie ‘this 
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connection ‘r. Serry mentioned the various new pipelines now being discussed 
as well as supertankers which would make the Cape route economical. He added 


y Is that the United States Government had not taken a position on the proposed 
= pipeline from Elath to the “editerranean. 
2553 


Turning to the situation in Jordan “‘r. Berry noted we would probably 
provide some aid and rely on Iraq and Saudi Arabia to do the same. ‘The future 
es of Jordan, howevex, renains problematical, and at present tne loyalty of the 
,> Crief of Staif, Nuwar, ‘to the king is a critical element. 


General Smith then asked ‘ir. Berry for his advice on a proposal of 
General Tunner entitled "Operation Show" whereby six T-33 trainers would fly 
to Dhahran for the vurpose of providing air shows and comnencing the jet 
training of Saudi pilots. It would be a denonstration of our appreciation 
while the technical discussions were taking place. General Snith said he had 
talked with “ir. hewsom about it, and the latter nad thought it might detract 
from the effect of the “ichards “‘ission visit and might also-appear overly 

"enthusiastic" wrior to the conclusion of the discussions. ‘‘'r. Newsom had 


also thousht there might be Congressional criticism of the air demonstration 
at this tine. ; ' 


Ware Berry replied he bad stron: miszivings about "Operation Show" while 
the 2ichards Mission was in the area. ‘The Soviets and =syptians for example, 
might propayandize the denonstration as proof that the %ichards “ission is 
tryin: to bring about some torm of U.S. military take-over in the ““iddle tast. 
“r. Berry also thought it would be preferable if the demonstration and subse- 
quent transfer of the planes follow the comnletion of the technical talks. 
ueneral Snith then sugested that the denonstration micsht follow the departure 
of the icnards “tission. ‘lr. ‘erry rejoined it would seen oreferable that the 
technical talks first be completed. following further discussion, it was 
agreed.that if the talks should drag out considerably, and following the 
report of the /ichards “ission, another look might be made at "Operation Show" 
in the light of conditions then existing in the Arabian Peninsula and else- 
wrere in the area. 


General Smith then paid his respects and departed. 
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‘March 9, 1957 


. Dear Mr. Hill: 
A constituent has written me quoting an article in the 
New York Journal ‘American which states, and I quote: . un | 4 
. "Look for King gaua to use American funds to construct a 


highway or railroad link between his summer and winter 
‘capitals in Saudi Arabia." 





Do you have any record of such a proposal and, if so, i | 
; 0 
‘what type of American funds are supposed to be earmarked for 0) 
, > 
the purpose? Also, what would be the economic reasons for such ° 
_ & proposal? ; s I 
: = 
I would appreciate any advice you can give me. Oi: 
; Us 
Sincerely yours, “Na 
. # | h 
Hf ) sm 
| ! coon N 
Hon. Robert C. Hill 
Assistant Secretary of State = 
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¥ ke, ’. Ambassador Khayyal referred to the meeting of “‘arch 5 and said he 
ad reported to his Government the importance which the United States 
attached to reference to the defense of the Dhahran Airfield in the 
ye U.S.-Saudi draft agreement. He said it remains the view Qf his 
Governnent that this phrase must be eliminated. 


r. ‘turphy said he hoped that the Ambassador, nevertheless, would © 
tnadinats to his Government a statenent on this matter, together with a 


new suggestion as to where this phrase wight be placed. (Copy of 
menorandum is attached). 4 


Ambassador Wadsworth explained that this new idea, he believed, 
should be acceptable to the Saudi Arabian Government. Ambassador 
Khayyal said he believed this presented the same problems and very 
much doubted whether his Government could accept this new suggestion. 
He stressed again that the Government was responsible or the .defense 
of her kingdom, including the holy places, and that 
was singled out people would think that American arms were being 


Q 
supplied solely to defend American equipment. 


a2 

fr. Murphy emphasized that the agreement had been based on a & 
degree of mutuality and that consideration had to be given to Amerifan’, 
needs as well as to those of Saudi Arabia. He said he hoped that 


-: Sheikh Yusuf Yasin, if he could not a the American saggestion, 
Ve 3 could come up with an alternative. 
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Mr. Murphy. then referred to previous discussions with the King © 
and with Sheikh Yusuf Yasin regarding the relationship of the. new 
agreement to the United Nations General Assenbly's Resolution of 
November 2, He said that the United States had received no acknowledg- 
ment of the message to the King, delivered by Ambassador Camon in 
Rabat (Deptel 9):to Rabat and Rabat's telegram 559). He hoped the 
Ambassador might raise this point with his Government and seek an 
acknowledgment of this messagee 


Attachments 
Memorandum, 
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MEMORANDUM 


, The Department has noted the suggestions made by the Government 
of Saudi Arabia regarding the notes to be exchanged confirming the new 
agreement and is pleased that so large a measure of accord has been 
reached. 


; The United States Goverrment, however; believes it important 
that there be reference to the defense of that, important symbol of 
our cooperation, the Dhahran Airfield. His Majesty, in his memorandum 
of Jamary 30, 1957 to the President, stressed that he needed arms for 
the defense of Saudi Arabia, including the defense of the Dhahran Air~ 
field. This need was also stressed in the aces which was issued 
by the two Governments on February 8, 1957. 


The United States Government has every desire to make the agreement 
acceptable in both countries and, if the appearance of this phrase in 
paragraph 1 may cause problems, the. United States would agree to its 
placement in some other part of the basic note. We suggest that in 
paragraph 2, in the next to the last sentence, these words be inserted 
after ‘the words "Saudi Arabia": "including the strengthening of the 
defense of their joint endeavor at the Dhahran Airfield." . 


. The sentence would then read: "The two Governments further agree 
that the equipment to be provided will be used by Saudi Arabia for the 
purpose of defending the independence and territorial integrity of 
Saudi. Arabia, including the strengthening of the defense of their joint 
endeavor at Dhahran Airfield, and for the maintenance of internal security." 
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Final signature US-Saudi exchange of notes re Dhahran and & n 










"agreement on language referring to: defense of Dhshran Air Field in 
unclassified note. am two meetings with Saudi Aubassador here De 
has ouphanised it considers such refereme. to this symbol of US—daudi, 
cooperation essential in-order. deunetrate to Us public and Congress 

Aaterest, on which agrienent is based. 

. | 3 being handled by Saudi Ambassador directly with yeah 

me Departnsnt does not ‘deulite you nake formal demarche on. matter. 5 





F you should be seeing Faisal on other matters prior his. departure ni ‘ , 
however, you may wish take opportunity to express to him our 2 SAG. weld 
| understand our problem in et, | this ‘Language. 

SAG . objected last phrase paragraph number one of note QTE including 
defense of the Dhahran Airfield UNQTE. This ‘phrase already used publiely 
in Commune without adverse public reaction, _ Absence similar language 


si hie note might be = play noted. 


A/EO 





om seid Arabia il QTE. snctuting tie’ 














SENT TO: Amembassy JIDDA Ve /@ 
Amconsul DHAHRAN Gof 
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BGen Dale 0. Smith, USAF, and Dr. D. P. Evans, GS-1, arriving 


5 


Bhahran from Tripoli March 22 representing DeptDef. “Will advise . “a 


Wadsworth in forthcoming negotiations. 


This document consists of__€_pagos 
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INTERNATIONAL COOPERATION ADMINISTRATION 
OFFICE OF THE DIRECTOR 
Washington 25, D. C. 


Qe 
.o& 
MAR 141957 \e yee? 
ee 
MEMORANDUM 
Te: Mr. Rebert G Barnes 


Special Assistant for Mutual Security 
Affairs, Bepartment of State 


Subject: Determination under Section hOl(a) ef the Mutual Security 
Aot ef 195k, as amended, appreving use ef funds available 
under Chapter 1 ef Title I ef that Act for previding 


training and training support of the arsed ferces ef the 
Government ef Saudi Arabia 


Attached is a proposed memorandua for the President and 
a@ preposed memorandum from the President to the Sirector, 
International Ceoperatien Administratien, on the above subject, 


In accordance with our memorandum to you ef September 27, 
I am sending yeu the proposed memeranda above mentioned ia order 
that we may have your comments and suggestions prier to eur submission 
of the memeranda te the Bireetor ef IGA, it being understood that 
appreval by your office ef the preposed memoranda will net be con~ 
sidered as the formal State Department concurrence which will be 
requested ordinarily after tke Direstor ef ICA has signed the 


ESOS 2S COPL8B GS 


memoranda, 
Ble, Va 
Peter K. Morse Gy 
Aoting General Ceunsel 
+ | i 
Attachments: RECEIVED ioe | 
Draft Memo ICA/Birector to President U/MSA \ | 
Draft Meme President to ICA/Directer MAR 1 4 1957 
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SECRET ' DRaFT 
cena veh 3/4/57 


MEMORANDUM FOR TH PRESIDENT 


SUPJECT: Determination under Section Ol(a) of the liutual Security 
‘Act of 195, as amended, approving use of. funds available 
under Chapter 1 of Title I of that act for providing 
training and training support of the armed forces of the 
Government of Saudi. :irabia 
The Director of the International Cooneration Administra- 

tion has been informed by the Department of Defense concerning the 

program of the Department of Defense for assisting in the training 
and training ‘support of the armed forces of the Government of Saudi 

Arabia. The program is to consist of such training and training 

support over a five-year period at an estimated total cost to the 

Military Assistance Program of approximately $35 million, of-vhich 

As you know 
310,222,636 will be required in Fiscal Year. 1957. /it is considered 
essential to undertake the program in order to retain continued 

ase and access to the air base facilities in Dhahran, which is of 

strategic importance to the military defense of the United States. 

Poa cost of the program in F¥ 1957 should be met by. the 
use of funds under oe 1 of Title I (lilitary assistanee) of 
the Mutual Security Act of 1954, as amended. However, the use of 
such funds for military assistance to any nation is conditioned 

T3510 WAL 

uwo0n that nation's having entered intopihl agrocuont frock Fied 

in Section 1)2(a) of the Act. Since it is deemed inadvisable to 


have am agreement for such purpose with Saudi Arabia, it will be 


necessary to use the provisions of Section Ol{a) of the Act, 


SECRET Wa 


SECRET 
=~ 2 = 


authorizing the use of funds without regard to the requirements of 


> 


Section-1h2(a), in Title I, of the Act. ‘here nay be other require~ 
ments of the Act or of other Acts for wnich funds are authorized 
‘ ase +A Woda g 
_ by that Act witty which it may faop be jpossibig, to bones fin under= 
taking or carrying out the programe , . 


Se . 


Section o1(a) of the fatal. Security Act of 195), as 
amended, ee that, in addition to amounts authorized to be 
appropriated under Section 01(b), not to exceed $150,000,000 of 
funds made available under the ict may be used in any fiscal year 
without regard to the requirements of the Act or any other Act 
for which funds are authoriged by the Act, in furtherance of any 
of the purposes of the Act, when the President determines that 


such use is important tothe security of the United States. 


> “ete, 






' It is considered to b ? ten, 
oe Sh Wor unted St | Nie 
United stated and important tos] security, that funds be used 
as indicated above \end—thet—szuch user — in oN 





furtherance of the purposes of the Mutual Security ae: 


’ eee 
as amendedy y neil 


“IT IS, ACCORDINGLY, RECOMENDED that you determine, 
2 


nenapremagyeen 
pe AONE TRIVIA - * 


pursuant to Section 0l(a) of the Mutual Security Act of 195), ° 
as amended, that it is important to the sccurity of the United 
States that up to $10,222,636 of funds available under Chapter 1 
of Title I of that Act be used for the purpose above stated 
without regard to the requirements of that Act or any other Act 


for which funds are authorized by that Act. 


in 


SECRET : 


— & 


Tne action recommended above has been requested by the 
Department of Defense, The Secretary of State, the Secretary of 
Defense, and the Director of the Bureau of the Budget concur in 


this recommendatione 


Jonn Be Hollister 


VAFT 


3/4/57 


1.x ORANDUM OR. Tix DIRECTOR, TNvTinul.LOuALsCoOPEnaTion ADL IUISTRATION 

SULJECT: Determination under Suetien 01{a) of the Mutual Security 
Act of 195), as amended, approving use of funds available 
under Chapter 1 of Title I of that Act for providing 
training and training support of the armed forces of the 
Covernment of Saudi apabia 
In accordance with the recommendation in your: memorandum 

of arch 1957, I hereby determine, pursuant to Section O1(a) 

of the lutual Security Act of 195k, as amended, that it is does : 

to the security of the United States that up to 840,222,636 of funds 

available sities Chapter 1 of Title I of that act be used for pro~ 

viding training and training support of the armed forces of the 

Government of Saudi arabia without regard to the requirements of 

that Act or anv other Act for sphtieil funds are authorized by that 

Acte | | 
You are requested on my behalf to give appropriate 

notice of this determination, pursuant to Section 513 of the 

Mutual Security sct of 1954, as amended, to the Comnittee on 

oreign Relations of the Senate, the Comittee on Foreign. Affairs 

of the House of Representatives, the Committee on Armed Services 


' of the Senate and the Committee on Aymed Services of the House © 


of Representatives. ‘he Secretary of State, the Secretary of 


Defense, and the Director of the Bureau of the Budget are 


likewise to be notified by you of this determination. 


SECRET. a 


SRT 


- 2 oe 

CONCUARBNGES: --— 

The Department of State Date 

The Department of Defense Date 

The Bureau of the Budget Date 
RECOMMENDED 

International Cooveration Administration Date 

ey 
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CONFIDENTIAL if 
DEPARTMENT OF STATE _ 
Memorandum of Conversation | 
: w 
ray) 
| ond 


oO a ys 


DATE: March 15, 1954 


| | 
SUBJECT: Saudi Arabian-United States Agreement & | 
F 19] 
ct | 
Ambassador Abdullah Al-Khayyal of Saudi Arabia e 
PARTICIPANTS: Mr. Faisal Badawi, Saudi Arabian Embassy 2 
co 
Mr. Robert Murphy, Deputy Under Secretary E 
Mr. David D. Newsom, NE © 
Mr. Camille Nowfel, LS ms 
.o 
COPIES TO: NE(cc), NEA(cc), G(ec), OSD(cc), OLI(cc) ~J 
Oo 
0) 
‘ > 
an, 
L 
om XE 3 yy Ambassador Khayyal referred to the suggestions which Mr. Murphy 5 
2 had presented to him on March 11. with reference to the change in the ae 
{{. language of the proposed basic note to be exchanged between Saudi Arabia Ol 
‘| and the United States, The Ambassador said that since this new language ~- | 
also referred to "the defense of the Dhahran Airfield" it did not differ =e 
from the original text and in some ways seemed even, stronger and less Ul 
acceptable to the Saudis. The Ambassador said that his government had Ul 
studied this matter thoroughly and again felt that it was impossible to ~! 
accept this language. 


Mr. Murphy asked whether the Saudi Arabian Government would, thers- 


fore, agree to the original language of thé note. The Ambassador said 
that it remained their firm position that there should be no mention at 
all of the defense of the Dhahran Airfield in the basic note, 


Mr. Murphy again explained the necessity for this language, as far 
as the United States was concerned, He said that he was not aware there 

_, had been criticism of this language when it was used in the coimmnique,. 
Lite The Ambassador said that while there had not been criticism at that time 
satel the Saudi Arabian Government was very apprehensive that if it were to be 


nc. OO. | used again it wouldyesult in criticign from both Arab and Communist 
eee | SOUTCESs = 


: Mr. Murphy said that he was under strict instructions srof th 
: Secretary to. retain this language and that it was necessary for, 





be in touch with the Ambassador as soon as he had had an oppoxh tunity to 
review the oeter Fr the Secretarye 


& 





' consult with the Secretary before any further discussion. He ‘to . 
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¥. 
DEPARTMENT OF STATE 


Memorandum of Conversation 


DATE: March 19, 1957 


SUBJECT: Jet Aircraft for Saudi Arabia 





; i a a vy ‘ade j 
PARTICIPANTS: Mrs. Richie, Staff Assistant to Senator Magnuson | ~ ss E | 
Mr. David D. Newsom, NE | - i 
COPIES TO: NEA (1 cc) NE (3 cc) H . 3 | 
| 
. | . 
wv | Fj 
Ye $b a | 
3 & ot 
“4 gb d | 
sa oem 
tg] 
ae | 
Mrs. Richie was referred to the Department by the Department — Oo 
of Defense for information on jet aircraft to be supplied to - OQ) 
Saudi Arabia by the United States. a 
e ’ 
Mr. Newsom explained that the new agreement with Saudi. Arabia — 
was still being negotiated but that it would establish an air Jt 
training program in that country under which some jet training AY — 
aircraft might ultimately be provided. P v- 
~ 
N 
t 
7. con. 
= oO 
5a 98 
na an 
— 
reg qg™ 
— SQ 
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CHARLES N. SIMON OFFice PHONE 84-0876 


LAWYER 207 commerciat BABAR EASTERN AND AF RICAN DIV id aia act 
TULSA, OKLAHOMA 
POST OFFICE BOX 242 March I9th.1957 


U.S.Deprirtment of Conmerce 


H.J.Cumminges ,Director 
Neyr Eastern ahd African Division. 






he 7 
"sy; Cys 


Deir sir; I received you letter of arco 14,2957 in 
my letter of an earlier date. . ' 
Now what I refer to and what I meant to refer tool ie” e 
in my former letter. Do unto othere as they wouid do unto you, 
but do it first. 
Kine §anai of Saud Arabia was here for no other purpose 


taay to get our economic -ud military aid and no doubt did receive 






such promised aid. Yet he woulu aestroy Gita “tena ce not 
bow the KNEE aud Zing Saudi also voyeotts eour idustries Openly nn : 
gad yet he wante aid and assistance that is paid for by our large ~ . 
iudustriee that he would destroy. I say help your friends but to o ! 
h witA Wour enemies and if there ever was an enemy it is ta ‘" | 
Saudi of Saud arabie as he would destroy ill our ineuitries who may = | 
see fit to tradgor deal with or wish Israeli success and yet we a i 
committed our selves to sive King Saud ecomomic aid and mits bare . -, 
aid wheu we know his arms are for one and only one purpose 4nd = " ; 
is to destroy Is#ael. Yet at the same time we will nf-sell Israel ” it ¢) 
war materials ,way - oh we sre afraid bhey might be used on that & Sx 
wt oat Arabs or on Kiug Saudi of Saud arabia.We shpuld stay with the ti La | 
white people aaa a th the Arabs and Egyptians and we should ae : | 
four friends and not with our enemies, Aud that is not all,weg | 
ld have a foreign policy and as you know we have none except day —~Q 
ay and we should proclaim openly ana to the World that we will W¢/- w 


Muraish ecomonic aid and MAlatery equipment for those who aren't x 
williugly to live and let live ana King Saiidi of Saud Arabia does ae. 
b any na , i ' 





tion to live thats does not bow the knee and now. 








; “a= 


We coula this ee eEtop all ecomomic and military aid 
to Saud Arabia and that will brine King Saudi to time. 

The U.N. turned over the Gaza Strip tp the Reyptiians 
nud Israel had control and was in. possession of the Gaza Strip 
unti, we pursuaded Israel to wita drww-her trops with the 
assurauce that every taing would be all right and we are now 
trying to brow beat israel from taktne over posseesiob of the 
Gaza strip bg force of arms and yet we stand idly by nd permit the 
U.N. to turn over possession to the Geyptians as they did just a 
few daAye ago. 7 

If there ever was a double cross then we doubled 

crossed when we openly stated we would stand with the U.N. 
when the U.N. threatened to impose Sanctions on Israel if Israel 
did not move her armed forces out of the Gaza Stril, and when 
Israel moved gut of the Gaza strip because of the positive 
asuranuce we gave, Israel. We seem to be with the Strong and the 
bully and againes*the weak, and against Israel,is it because 
Israel could ao us no harm should Israel want to do so and 
are we afraid of the Arabs because of the oil and wieaia of 
Eeypt because she seems to control the Suez Canal and.with Saud 
Arabia @e threats to xlose the Gulf of or or have her way. 

All we kneed do is to take a definie stand and do 
it opeuly and tell what it is to all the world and then the Arab 
states and sing Saudi of Saud Arabia and Nasser of Egypt will get 
off their high horse 





March 27, 1957 


~ 


Mr. Charles W,. Simon 
Post Office Box 22 
Tulsa, Oklahoma 


Dear Mr. Simon: 


This is to acknowledge your letter of arch 19, 1957 raising 
- some questions with regard to U.S. policy toward the Near Fast and 
Saudi Arabia in particular. 


ve are referring your letter to the State Department which has 
responsibility far U.S. policy. matters. 


Very truly yours, 


H. J. Cummings, Director 
Near Eastern and African Division 


KDSethian:mjc Z 


cc - John Shaw, State 
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‘Remajnder TEC. team, E. W. Englebright (consulting engineer) and John he 






specialists to conduct srationgstins reciniad sence survey coek s as fite ae 


— 


step implement economic aid provisions new Saudi-US am ( to be sig seed 
in Washington within next few days), Thomas J, Murray,(team leader, port 





management and development expert) and Melvin B.- Bo¥geson ( consulting 


ko 


engineer on airport planning) ETA Dhahran via TWA morning March 26 ‘after 
stop Tripoli to consult with M,E. area headquarters Army Corps of Engineers. 2 


: 
Be 
ag 


Blume (engineer who designed present Dammam Port) currently expected 


“2 / de 








Dhahran between April 2 and h. 
oe: 
In addition, Melvin Jomson, special assistant to Ambassador Wadsworth 


Fisoz 


re implementation economic aid provisions new agreement , will proceed Dhahran 
after short stop Jidda. Arrival times will follow when firn, 

ConGen requested inform appropriate Saudi, ARAMOO and Air Force. officials 
of arrival TEC team and Johnson and arrange preliminary courtesy calls as 
appropriate. ConGen also requested, in sontenittise with Air Force and to. 
extent feasible, provide quarters, transportation, office space and 


NSquNOoE 
R/E9 


>. 


secretarial help, Murray has met with Generals Grover and Smith ant xi h 








me 
‘ . ow 





Page_2___of telegram to__ConGen DRAHRAN 





| Davies. tether has jonmmated ARAMOO Dhahran cooperate fullest extent with > 

TEC team. | | 

New Saudi-US agreement provides, among other provisions related DAF » for 
construction air terminal at Dhahran at cost not to exceed $5 million. Borgeson 
will npioeed study Dhahran civil ite problem in order advise terol 
Wadsworth scope of project feasible within this ceiling. | | 

Agreement also provides for limited economic aid for projects in Daman- 
Dhahran area. Ambassador Richards will be prepared discuss details these 





projects. Murray, Englebright and Blume will make preliminary ; Freee ina L 
Dammam Port facilities in order advies Ambassador Richards of a ne shat 
sie ees expansion. , . ¥ , 

In all discussions. re this team with Saudis, it should be stressed this 
is merely preliminary fact-finding group seeking information pete subsequent 
discussions between US and Saudi offielals on actual reosectss Tean. requested 
examine all jeoraee ne and mi ack problems but such examinations not 
Frepeat not¥ indicative of extent or nature ultinate US assistance which is 

matter for intergovernmental discussion. 








ASSISTANT SECRETARY OF DEFENSE Hye 
WASHINGTON 25, D.C. 


ae | 

BS 

MAR 20 195 3 

‘icine. SECURITY AFFAIRS 
In reply refer to: I-13009/7 
Pr 
F) vs 
| Pat: eg ™ P e 
Dear Mr. Rountree: a 4 % we ie? * 


x2" ok : 
OS a ee 





Reference is made. to your letter of 7 March 1957 concerning the 
Saudi Arabian ammmnition plant at Al Kharj. Recently, action was 
initiated under Section 401(a) of the Mutual Security Act of 1954, as 
amended, to secure a Presidential determination to provide military . 
assistance to Saudi Arabia and to provide funds for this purpose. When 
these funds have been made available, the Department of Defense will 
make a survey of the Al Kharj amainition plant. This survey can be 
made as a service to Saudi Arabia on a unilateral, non-contract basis. ~I 
Upon completion of the survey, we will be prepared to offer recommenda- @ 
tions or advice to the Government of Saudi Arabia concerning the future / “0) 
operation of their ammnition plant. In the event the Government of ; 
Saudi Arabia desires to secure the assistance of US private concerns in . 
operating the plant, or in training Saudi Arabians in its operation, YY 
the Department of Defense would be prepared to furnish to Saudi Arabia! 4 
the names of several US companies who are active in the munitions industryr 


The provision of any assistance to Saudi Arabia in this connection, _ 
either relating to the actual operation of the plant or training Saudi ~_ 
Arabian personnel in the operation of the plant, would involve the nego- ON 
tiation of a contract covering these services. As you are aware, the { 
Government of Saudi Arabia requires the insertion of discriminatory NS 
clauses in contracts that they let in this country. Bg igen beyond §¢, 
the survey, the Department of Defense will not be able to provide any  (y 
further assistance to Saudi Arabia othér than advice in view of the non- ~ 
discriminatory labor provisions of all. government contracts. 


Sincerely yours, 


am flbfig~ 


Mansfield D. Sprague tet NS 

Assistant Secretary of Defense (ISA) co = 

Honorable William Rountree : 
Assistant Secretary of State for - ee 

Near Eastern, South Asian and African Affairs = . & 

Department of Btate Pe ’ 
ae ~' 
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‘April 10 1957 
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RPTD INFO: AmEmbassy JIDDA 77S 








Classification 
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SENT TO: AmConsul DHAHRAN otF 


Attention Murray. Englebright and Blume ETA Dhahran April ) 
KIM flight 853. | 
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Plan. following press release April 35 


: “During the recent visit of King Saud, the President reached agi 


in tae thine and eoonemt.e fields. Notes confirming this. 


tan 


Classification 


port of Damas 
" The United States has also agreed to continue to sell military equipment under the 
peor ean of the Mutual Security Act of 1951 in accordance with the exchange of notes 


between the Govermments of Sandi. Arabia and the. United States of June 18, 19512" 


Salle 
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DEPARTMENT OF STATE - | 
ASSISTANT SECRETARY | - SECRET 
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: 3 
SUN Weurwog sty 


SUBJECT: Agreement with Saudi Arabia 
heat 

With refere to your memorandum of April 1, I do not 
believe that the/“letter from King Saud, contained in 
Dhahran's 470,’should change the recommendations which I 


made in my memorandum of March 27/oh the subject of the 
agreement with Saudi Arabia. 







j OF Peumiey og 4 
cWw- 


LS2-v/d¢e 


‘The views of Saudi Arabia with respect to the Gulf of 
Aqaba are well known to us, and were explained fully by 
King Saud during his visit in Washington. He had, in his 
most recent letter, reiterated his strong objection to the 
‘use of the Gulf of Aqaba by Israel. 


‘ I do not believe that the factors involved in our 
decision to proceed with the agreement with Saudi Arabia | 
have been appreciably altered. 


PED 
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SENT TO: Amembassy, JIDDA PRIORITY AS” 
Amconsul , DHAHRAN PRIORITY <0 Z 


¥ 


Formal notes exchanged with Saudi Arabian Ambassador ish 2 
US-Saudl_agre > re Dhahran and related military and economic projects, 
. | Press release cat Feit amclassi fied: note being released néon Wa : ain gt 


April 3. Text release being cabled separately. 
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ae CONFIDENTIAL 
Action Control: 1941 ~~ 
Rec'd: April 3, 1957 

2 FROM: Jidde 8:31 a.m. 
nto " ‘ 
RMR 10: Secretary of State v | 

- 0; -M. ey ve : : 
gg « NO 589, April 3, 2 p.m | a ag 3 
G OO 
SP NIACT Oo F 
C > « 
W FROM MEYER “Ge 
L . , ano 
: In Charge's absence Dhahran. 4] -» 
ND Shaikh Yusuf Yasin has just telephoned from Riyadh folhewt uw 
UOP urgent message for the American Government from SAG. U 
UMSA ~ $s 
E "SAG has just received message from Saudi Ambassador a 


MC Washington stating that-_press statement will be released 
OLI by State Department today (Wednesday) at noon Washington 
DCL time. Statement will mention that Saudi Arabia is being 

supplied with arms under Mutual Security Act and that there 
ICA are certain military and economic arrangements which will 
OCB be developped in joint technical discussions between Saudi 
USIA Arabia and US. 


t 
© 


Lge 


OSD Whereas arms are being furnished on a reimbursable basis 
ARMY and not under the Mutual Security Act on the basis of 
NAVY. which we refuse to cooperate; and whereas the;statement 
AIR that certain military arrangements will be worked out 
jointly by the two parties will suggest that a military 
agreement exists between two countries which is not true 
' and which will create unnecessary anxiety and confusion, 
- we therefore ask you contact immediately the State Departme 
to stop release of this statement. If issued, we will 
be compelled to correct it because it does not correspond §, 
with the facts. We did not agree to the release of suca g 
a statement which should have been agreed upon in advance. 
‘It is fault of Saudi Ambassador that he did not ask our Gul 
position of this beforehand". ane 


Comment: Would be grateful topereaaan" Ss comments soonest 
in order relay Shaikh Yusuf. @ 


JENKINS 
LMS : DT oe ; 


Newsom's office (NEA) informed 9:25 a.m. 


Note: 
PERMANENT Aer CONFI LM 
RECORD COPY e This copy 2 must eTeTOP NET TRAE COTE with notafi@n or: 








Origin. 


mi, 








SENT TO: Amembassy, JIDDA NIACT 9/9 
RPTD INFO: © Amconsul, DHAHRAN NIACT OF 


s? 
Jidda's 589 xvboa-§ ans fo By : 

? 9¢ba.$e a 

Re Yusuf's comments, Department willing change third sentene 


graph draft release and eliminate reference Mutual Security Act in 














graph, Suggest third and fourth sentences read QTE Projects to’ be 
under the agreement are to be. worked out. jointly in subsequent technic 





cussions in Saudi Arabia, The notes also provide for a renewal. of the Dt 
Airfield Agreenbint of June 18, 1951, fou ‘five years from this dates 
Last sentence would read QTE The United States has also agreed to 00 ta 
to sell military equipment in accordance with the exchange of noties tet " 
‘the Governments of Saudi Arabia and: the United ‘States of June18, 1951. = 

in passing this message to Yusuf, you should point out notes of < 
June 18, 1951 were exchangal under authority Section 408(e) Mutual Defense > 






willing make change noted above. 
3 ttle ) : ‘tment holding up announcement, but hope 





: he 
DRAFT PRESS R&ET.CASE 
During the recent visit of King Saud, the President reached agreement 
with him on the need for continued coopération between Saudi Arabia and the 
United States in the military and economic fields. Notes confirming this 
acreencnt were signed by the Deputy Under Secretary of State and the 
Ambassador, of Saudi Arebia on April 2, 1957. (Bhe-text-of the—nete_outlines. 


é 
[ue yrde | 7 oe picirerdine Ori daa tA + DA Ack tre o™ Ae 


to be worked out jointly in subsequent techni cal, 


git neal 2S, 


discussions in Saudi Arabia, and also provides for a renewal of the Dhahran 







Airfield Acreement of June 18, as ae five years from this date. | 
Under the 1951. wren om seat eter rt the Dhahran 
Airfield, the United States agreed to assist in the en of the feixiv4al 
airport at Dhahran, to train certain Air Force eo and to provide a 
military advisory croup for the Army. The new agreement represents a refine- 
ment and expansion of those previous United States arrangements With Seudi 
Arabia. The United States will provide, “during oe next five years, the 
personnel : ntatine science and some of the constriction required for an 
air force training program, an augmented army advisory program, and a limited 
| program for the training of naval personnel, In addition, there will be 
certain gecetirns tien directly related to the needs of Dhahran, including a 
new air terminal at the field ‘and an improvement of the port of Dammam. 
The United States has also agreed to continue to sell military equipment 
(Gnder the provisions of the Mutual Seourity tot of 1951 Jn accordance with the 


exchange of notes between the Governments of Saudi Arabia and the United 


States of June 18, 1951. 






~ SENT TO: Amembassy, Jidda MMR PRioRITy &/7 | 
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In addition changes suggested nscdides telegran, Department also agreed 


sentence afert U.S. release. “ / ee : 















me send | 4O¢G 


Deptel 819 3 


on notes. To suggestion US and SAG issue agreed Joint coammntctue, 


suggested each Government igsue k release aceampanying tinct of noties 





eliminate words QTE. in the militery and economic field -UNQTE in first 


‘Eubé sey requested obtain Sheikh Yusuf 's réaction soonest in: » order 
that, following further appropriate diseussion with Saudi Asibassador here al 


we may proceed at agreed time to release text and statement. 


Department of’State 
* yee be 
—__ nee ist APR 4 


VERBATIM TEXT - 





For DC/T use only. 
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FOR AMBASSADOR RICHARDS oe 

o£ 

uw 


Department and ICA suggest the seals language for your aide memoire nal 
economic aid to Saudi Arabias 0 

Quote: The Government of Saudi Arabia and the mission of Anbasigador pine Safe 
P, Richards, Special Assistant to the President of the United Stated, have PH 
held conversations concerning economic projects to be undertaken in Boat i e 
under the American proposals for the Middle East. ‘ 

As a result of these conversations, it was believed that the expansion of 
the Port of Dammam and related projects to be mutually agreed upon would best. 
contribute to the needs of Saudi Arabia. Such projects would Seclauent and be 
—, to paragraph 6 of the exchange of notes between the Government of . 

Sots the United States and the Government of Saudi Arabia dated April 2, 1957. It 


was: understood that the above projects would entail the provision of up to 


LOv-¥/cSW oiveer 


$20 million in economic assistance by the Government of the United States, in 


accordance with project agreements to be entered into between the two Go 


ments. It was agreed that the Government of the United States would imm 








It is hoped that Tudor been reconnaisance will be sufficiently completed 
at time your arrival Dhahran to delineate — project or projects in addition 
Dammam Port which could be financed within total $20 million. If is would 
prefer they be specified in place of words quote related projects to be mutually 


agreed upon. Unquote. | 
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SENT TO; Amconsul DHAHRAN PRIORITY | { 
RPTD INFO: -Amembassy JIDDA ZH 


‘within about one week, together with inatruction authorizing int tiation of 





Glaslitestion 








7 ¥6a.5-MSh ars 
In addition aide memoire sent for Ambassador Richards use (Depte! sagt 


Department and ICA hewa, under ‘preparation draft economic sanlatenine agreement’ 


and supplemental project agreements. It is anticipated these will be pouched: 


negotiations. q 
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Honorable, the Secretary of State, and has the honor to refer to a 


request by the Saudi Arabian Ministry of Defense for the items 


listed below: 


Quanity 
1- 1000 
2- 500 
3- 300 
= 200 
5- 150 
6— 200 
7=- 200 
B- 200 


Description 


“BeAeRe Browning Automatic Rifles 


Gun Machine (light) 


Gun Machine 
Rocket Launchers 
Recoiless Rifles 
Recoiless Rifles 
Mortar Rifles 


Mortar Rifles 


ACTION 


is assigned to 


—_ ar Aaa 


old\o\is 


SUSHI bse NS IISINDU 


ROYAL EMBASSY OF SAUDI ARABIA 


WASHINGTON 8,D.C. 


aT | 


The Saudi Arabian Ambassador presents his compliments to th 


30 Cal. 
50 Cal. 
3.5 

75 MM. 
57 MM. 
60 MM. 


OFFICE OF MUNITIONS CONTROL 


MAY 24 1957 
DEPARTMENT OF STATE 


Inasmuch as this request is very urgently needed by the 


Saudi Arabian Army, the Saudi Arabian Ambassador would appreciate 


the Honorable the Secretary of State extending his assistance in. 


initiating the necessary action’ to obtain these requirements in the 


shortest possible time. 


The Saudi Arabian Ambassador avails himself of this opportunity 


to renew the assurances of his highest consideration. 


eee weg 


Washington, D.C. 


April 22, 1957 


Noe 167 
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OFFIC ONLY 
Classification 





SENT TO: Amembassy, JIDDA 733 





ios General Dale 0. Smith being formally nominated Chief MAAG, Srudi Arabia, 3 





and Commander, Second Air Division. Department does not consider approval 
() host government necessaryg but would appreciate your concurrence in designatic 
and in recommendation that diplomatic passport be issued General Smith and 
family. ' | 
Detiensé. has alles wadeed padelititity changing designation Milieey 
Laniatance kedipes Group to United States Military Training Mission, , This : 
would appear require amendment exchange of notes of June 27, 1953. Defense 
believes Training Mission designation more accurately reflects function and 
would be helpful in describing purposes in US, Your comments would Jam 


be appreciated. 
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DEPARTMENT OF STATE 


to. «| SBERET CO “\DEN TIA Assistant SECRETARY 
xGDS 1, 243¢4 





a 
TO : G-= Mr. Robert Muopphy 


FROM 3 NEA = William M. Rountree 


April 23, 1957 


Ter 7TEg 
et 





SUBJECT: Request from King Saud for Help in Replacing 
Egyptian Military Personnel 


Discussion: Rast 


King Saud's request (Tab C) for United States assistance in 
reducing his dependence on Egyptian military personnel has been 
discussed informally with Defense. On.the basis of these discus- : 
sions, a joint telegram (Tab A) has been prepared asking the . 
Embassy, in conjunction with the Military Advisory Group, to 
prepare a list of some 25 key positions now held by Egyptians 
which: might be filled by American personnel. This is the maxi- 

mmm number Defense believes it could fill at the present time. 





0} pemamzey C¢ ASTM ycanseg 237: 
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There is also attached a letter for your signature, 
addressed to Mr. Sprague (Tab B), in which the Department of 
Defense is asked to assist in meeting this problem. This let- 


' ter is intended formally to advise Defense of the problem and 


> Fok So lee * 
Divya ie lit 





to initiate further action. We are advised informally that 
Defense may be able to obtain additional Arabic-speaking en- 
listed personnel by a canvass of the armed services and of 
induction centers. 


Recommendation: Afr: 
i a i) , i 
. Jimi ot pat et 
That you approves, gi. of Sat 
y Ae 
1. The attached telegram (Tab A), Reprave 
2. Sign the letter to Mr. Sprague (Tab B). 
$ eacpane ve 
DEPUTY UMBER SECRETARY OF STATE 
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YW U. S$. GOVERNMENT PRINTING OFFICE: 1936~407642 


This document consists of _2” pages 


| SECRET No__/ _ of ¥... Copies, Series : 
~ b DEPARTMENT OF STATE aL 
Memorandum of Conversation Rg 


DATE: April 23, 1957 


SUBJECT: 1. Credit Arrangements for Saudi Military Purchase 
2- Arms for Saudi National Guard 














PARTICIPANTS: Mr. Faisal Badawi, Embassy of Saudi Arabia baovag| 
Mr. David Newsom - NE j : 
Mr. Robert Sherwood - NE | ~ 8 
cf wi 
COPIES TO: NEA (2cc), NE (3cc), NE/E (1cc), Defense ve (jaye Brad Owen, ISA) ° ¢ . | 
Jidda afi G3 
%° a | g * ff *s ta 
. - 4 i ! / a" ot 
; L$ 6 62 Fi e os 
f 01 d 
- , cov) 
et 
; . CB 
! Mr. Badawi inquired if it would be possible to pay cash for the amount ed ms 
Ne of present letters of offer in excess of the fifty million dollar credit , KR °? 
‘6 established in the recent exchange of notes. Mr. Newsom said he thought it: ._ 
{Ft would be possible and agreed to inquire-of Defense. Mr. Newsom noted that ae 
V fo the first payment on the credit was due May 2, and that it had been agreed, we 
pending working out of full: details which would be incorporated in an aide- Gi 
memoire, that the Embassy should make out a check to the Treasurer of the . ne 
United States in the amount of one thirty-fifth of fifty sicmcaesiin dollars. 
ie BS 6 Mr, Badawi then said that a note had been sent to the Department 
jo concerning the purchase of rifles for the Saudi National Guard. 20,000 M-l 
es had been located with a private source, 10,000 ready to be delivered 
| in the U.S. and the balance to be delivered in Europe. Mr. Badawi hoped (: 
\ ut we might expedite the export license request when it was presented. iy, 
f Mr. Newsom asked for the name of the dealer, commenting that he recalled ite 


the case of one dealer in the United States who had become involved in litiga- 
tion when he attempted to sell a large batch of rifles which had been exported fF, 
and later re~imported. Mr. Badawi promised to provide the name of the company ?t7 \ 


\ 
with ‘whom he was dealing. e . : 
> j* Mr. Newsom said the request would be considered when ae received. in 
a 3. (oh 25 aN 
- -_ ‘ aN 
: : . . ol \ 


a | | ly 
an os leh . . . Vy 
” : Po , ae 
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SECRET 
- 2 -= 


(On April.25, Mr. Newsom telephoned Mr. Badawi to state that the 
credit arrangements agreed to in the exchange of notes were intended 
only to cover those items in the 1380 Plan, and because of this could not 
Guard. Mr. Newsom also advised 
that the request on behalf of the Natighal Guard had only recently been 
received and that it would take some ZXime for the items to be processed 
in the Department of Defense. Mr. 
were being purchased from the Petroleum Machinery Corporation at 30 Rocke- 
feller Plaza, New York. He hoped the Department could assist when the 
application for the export license was made. Mr. Newsom said he would. 
be in touch with the appropriate authorities on the matter.) 
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In reply refer to: 


ASSISTANT SECRETARY OF DEFENSE 
WASHINGTON 235, D.C. 


INTERNATIONAL SECURITY AFFAIRS 


in this matter, 





] se Ae 
‘1 Incl: Denuty Ass isla Secra -y of Lefense ( 


MEMORANDUM FOR SPECIAL ASSISTANT TO THE UNDER SECRETARY 
FOR MUTUAL SECURITY=AFFAIRS . - 


DEPARTMENT OF STATE 


SUBJECT: Chief, Military Assistance Advisory Group, 
Saudi Arabia ; 
a 


The Department of Defense has ai: the nomina- 
tion of Brigadier General Dale 0. Smith, U. S. Air Force, 
as Chief, MAAG, Saudi Arabia in addition to his duties as 
Commander, Second Air Division, ~ 


In accordance with the June 1, 1953 Memorandum of 
the President, clearance of this nomination by the 
Department of State is requested. 


- A summary of General Smith's career is attached 
for your information, 


It is requested that expeditious action ae taken 


aa 
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vaeks OFFICIAL USE ONLY a 
Action | Control: 17816 BY 
on : Rec’d: April 27, 1957 «3 
é FROM: Jidda 8:27 p.m. Bis 
Info nN 
EMR TO: Secretary of State ae 
AQ ¢ 
us NO: 655, April 25, 11 p.m. BS o. 
SP a8 Es 
= SENT DEPARTMENT 655, REPEATED INFORMATION DHAHRAN 361. Es 
UMSA DEPTEL 933 repeated information Dhahran 437. ee 
PPT 
PER - I concur in designation General Dale 0. Smith, USAF, as - 
OL= (1) Chief, United States Mission at Dhahran Airfield (see 
aragraph 2B Dhahran Airfield Agreement, June 18, 1951) and ~ 
CTA - (2) Chief, United States Military Training, Mission, Saudi oO 
OSD Arabia (see opening sentence exchange of notes of June 27, are) 
ARMY 1953): sol 
NAVY : 
AIR I share Departments view that prior approval by host govern- oO 
: ment is unnecessary but believe courtesy dictates desirabil- 
ity Embassy address short note to Saudi Foreign Office inform-, ae 
ing RIG of General Smith's dual appointment when made. If U) 
Department concurs, I suggest note add that Embassy is author- v 
ized to suggest that the alternate title "Chief Maag" be n ~~ 
longer used, : E: AN 
\ 
I concur also in recommendation that diplomatic passport b N 
issued General Smith and family. on 
j rs cyl 
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BS 
MEMORANDUM FOR: Honorable Christian A, Herter oS 
Under Sécretary of State ee 

Bal 

SUBJECT: ; Funds for Hejaz Railway Survey; Your memorandum ted Bs 
dated April 2, 1957 a SS 


. 


On the basis of the information contained in the subject 
memorandum concerning the U.S. commitment to the Saudi Arabian Government 
to finance the survey of the Hejas Railway, I am taking steps to allocate 
$300,000, It is my understanding that the appropriate officers of the 
Department have come to the conclusion that this assistance should be 
made available in the form of a cash grant to the Government of Saudi 
Arabia upon its presentation of statements indicating the sum that is 


required to cover costs already incurred or to be incw'red_in the execution 
of _the “above p ‘project. 


Tie Implementation of this project along lines set forth above does, 
however, raise certain problems which I wish to bring to your attention. 
Making the assistance available in the form of a cash grant under the existing 
circumstances would require the waiving of certain procedures ordinarily 
followed by this Agency. The procedures in question cover the following points: 
(1) the right to approve in advance specific uses of United States funds, 

(2) the right of audit of disbursements made, (3) the right to assure that 

the assistance has been used for the purposes for which it was provided, and 
(4) the right to demand a refund in the event. the assistance is diverted from 
agreed purposes. It is my understanding that the waiving of these procedures 
is in fact desired by. the Department for overriding political considerations. 
I should appreciate your confirming this to me. 


C4 
¢ 


Upon further study of this problem I have also come to the conclusion 
that revalidating the President's Determination of May 14, 1956 in accordance 
with your suggestion would not, in fact, be required under the existing 
circumstances. Since-you have indicated your desire to have this matter 
attended to as expeditiously as possible, I assume that there would be no 
objection on your part to our using Section 201 funds, which would permit us 
to proceed more expeditiously in this case, and will proceed gccordingly. 
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Box 3747 


y ACCESS RESTRICTED 


t 
The item identified below has been withdrawn from this file: 


. File Designation . eS SVlS 4-25 5° 


Date 


From : 
To | Ma lb Pep 


In the review of this file this item was removed because access to it is 





restricted. Restrictions on records in the National Archives are stated 
_—_—"™ 

in general and specific record group restriction statements which are » 

available for examination.: The item identified above has been withdrawn 


because it contains: 


[>] Security-Classified Information 


C] Otherwise Restricted Information 


ic E/90 
Authority Nate Sod 
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DEPARTMENT OF STATE 


ASSISTANT SECRETARY __ (foor ee 
| fers vs 


TO : The Secretary ~ April 25, 1957 
Oceania: 
THROUGH: S/S 


FROM =: WEA - William M. Rountree o ia 


SUBduiCT: | Request for Department Circular 175 Authorization. to Negotiate f Ae 
and Sign an iconomic Assistance Agreement with Saudi Arabia 


gyn AT 


In accordance/with nt Circular 175 of December 13, 1955, 
authorization is/requested to negotiate and sign with the Government %,): 
of Saudi Arabia an economic assistance agreement, to be effected by 

an exchange ' 

















Discussion: 


notes. < 
ril 2, 1957, this Government and the Government of Saudi 
changed notes, which, among other things, provide for United e Q 












ran. Airfield and for mtually agreed projects, of which the 

expansion of Dammam Port will receive primary consideration (Tab A). ans 

The notes specific imit the aid for civil aviation facilities to oN 

25 million. Ambassador Richards during his April 9 visit to Riyadh 

offered the Government of Saudi Arabia up to $20 million in ecoriomic 

assistance for expansion of Dammam Port and related facilities. An ~ 
engineering team der ICA contract is now in the Dhahran-Dammam area 

conducting a reconrissance mere of the above projects, 





In order to implement these offers of economic aid, it is necessarey 
that our Embassy in Jidda be authorized to negotiate an economic assist- 


ance agreement with Saudi Arabia. It is now requested that authorization 
be granted to the Assistant Secretary for Near Eastern, South Asian and 
African Affairs to initiate the negotiation, and to approve the signa- 
ture of an economic assistance agreement with Saudi Arabia. q 


There is attached an instruction to our Mnbassy in Jidda (Tab B) QQ: \y 
forwarding a draft note (Tab C) which, taken together with the Saudi 
abian reply note, would constitute an executive agreement. ‘The ee 
Vi ote is so written as to cover only specified projects. At contains \ 
the minimal provisions deemed necessary to be included in a basic econo, 
assistance agreement. Pursuant to it, there will be concluded more de ai 
tailed project agreements concerning the Dhahran Airfield, the Danmam 3 
Port and related projects. 
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CONFIDENTIAL % 
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Recommendation: 


That you authorize: (1) the initiation of negotiations on the 
basis of the enclosed draft note; and, (2) the Assistant Secretary 
for NEA, or ris Deputy, to approve the final text resulting from 
these negotiaticns, subject to the coneurrences of L, U/iSA and E 
to any changes, and to authorize signature of the note. 


Concurrences: ‘ si 
ICA - Mr. Atwood re” os F gpa OT 
L - hr. Raymond for Approve ce 


U/MSA - Mr. Barnes RB . Nisapprove 
E - Mr. raiser V4 


NEA:NE an 
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TEXT OF THE REPLY OF HIS EXCELLENCY SHEIKH ABDULLAH AL- ~KHAYYAL, 
AMBASSADOR OF SAUDI ARABIA: 


Excellency: 
I have the honor to inform Your Excellency that I have 


received your note dated today, the text of which is as 
follows: 


(Here is repeated the text of Deputy Under Secretary 
of State Robert Murphy's note of April 2, 1957 ) 


I have been authorized to inform Your Excellency that my 
Government accepts the contents of Your Excellency's fore- 
going note. 


Accept, Excellency, the renewed assurances of my ia caadiid 
consideration.. 


/S/ ABDULLAH AL-KHAYYAL 
Abdullah Al-Khayyal 
Ambassador of Saudi Arabia 


The Honorable 
John Foster Dulles 


Secretary of State 


er D.C. Ramadan 2, 1376H. 
Corresponding to — 2, 1957. i D. 


* * * 


State--FD--Wash, b.C~ 





APRIL 8, 1957 NO. 196 


TEXT OF A LETTER FROM DEPUTY UNDER SECRETARY ROBERT MURPHY 
TO SHEIKH ABDULLAH AL-KHAYYAL, AMBASSADOR OF SAUDI ARABIA 


April 2, 1957 
Excellency: 


I have the honor to refer to the discussions which have 
taken place between His Majesty King Saud and President 
Eisenhower and representatives of our two Governments between 
January "30 and February 8, 1957, concerning the relations 
between the two countries and their common interest in promoting 
and consolidating their cooperation. The Government of the _ 
United States is now pleased to confirm its understanding of 
the general agreement reached during these discussions. 


; The United States Government acknowledges the com- 
monta 4 His Majesty King Saud to President Eisenhower and 
recognizes that Saudi Arabia has a need to strengthen its 
armed forces for the purposes of the defense of the Kingdom, 
including the defense of the Dhahran Airfield. 


AV) 
2. In this connection, the United States Government will, 
within its constitutional processes, continue its cooperation 
with the Kingdom,of Saudi Arabia by providing military ,equip- “dl 
\ 
rn 
A 





de basis in. accordance with the exchange 
of notes between the two Governments of Jume 18, 1951, which 
provides that the equipment shall be used to "Poster inter- 
national peace ‘and security within the framework of the Charter 
of the United Nations." Equipment to be provided will be in 
accordance with understandings reached during the foregoing 
mentioned discussions. The two Governments further agree that . 
the equipment to be provided will be used by Saudi Arabia for aaa 
the purpose of defending the independence and territorial \ 
integrity of Saudi Arabia and for the maintenance of internal Si 
security. It is understood that the two Governments will + 
arrange appropriate terms of payment for such equipment. si 
™. 


3. .The United States Government agrees to provide at n : 
cost to the Saudi Arabian Government certain additional con- 
struction at Dhahran Airfield designed to improve civil avia- 
tion facilities.. The United. States Government agrees also to 
provide a program of training for the Saudi Arabian Air Force, —~< 
to augment the present advisory training program for the Saudi . 
Arabian Army and to train Naval personnel. Details of these Re. 
services will be as agreed. 

” 
- 


\ 
% 
His Excellency ; | 


Sheikh Abdullah Al-Khayyal, 
Ambassador of Saudi Arabia. 


4. In the 


aly "8 PR 196 


4, In the same spirit and. re-asserting the close 
cooperation between the two countries, the United’ States 
Government is pleased:to be able.to continue the use of the 
facilities granted at the Dhahran Airfield in accordance 
with the Agreement of June 18, 1951 which is extended for a 
period of five years from the date.of this exchange. 


5. Te facilitate and improve the implementation of the 
Dhahran Airfield Agreement and related agre atte 8, the two 
Governments agree to hold fur une ‘dia igeions ‘in Saudi Arabia 
looking toward possible addit 1 understandings. 


: 6. The United States Government, in considering the 
economic needs of Saudi Arabia, is prepared to assist in 
mutually agreed projects. In this connection, the expansion 
of the I port will receive primary consideration. It 
also. “agrees. ‘to the provision of some engineering and technical 
assistance, as well as lending its good offices to aistee in 
establishing credit: arrangements for economic projects. These 
matters will be discussed between the competent representatives 
of the two Governments and confirmed by subsequent 
understandings. 





7, These foregoing measures will be undertaken in 
accordance with due legislative processes” of oth countries. 


If the foregoing is acceptable. to the Government of . 
Saudi Arabia, the Governmént. of the United States agrees’ that 
this note and Your Excellency's reply eoncurring in its 


content will constitute firm agreement between the two 
Governments. 


Accept, Excellency, the assurances of my highest 
consideration, 


For the Secretary of State: 
/s/ ROBERT MURPHY 


Robert Murphy 
Deputy Under Secretary of State 


TEXT | 


pee avd Wm beef ttc | 
} ‘ 


CARL HAYDEN, ARIZ., CHAIRMAN 






RICHARD B. RUSSELL, A. STYLES BRIDGES, N. H. 

DENNIS CHAVEZ, N. MEX. LEVERETT SALTONSTALL, MASS. 

ALLEN J. ELLENDER, LA. MILTON R. YOUNG, N. DAK. ACTION 
LISTER HILL, ALA. WILLIAM F. KNOWLAND, CALIF. ° ianed to 
JOHN L. MCCLELLAN, ARK. EDWARD J. THYE, MINN. We e 2 AS D Is assig 

A. WILLIS ROBERTSON, VA. JOSEPH R. MCCARTHY, Wis. ile fate te. 

WARREN G. MAGNUSON, WASH. KARL £, MUNDT, 8. DAK. A 2 ; sd Cree 

SPESSARD L. HOLLAND, FLA. MARGARET CHASE SMITH, MAINE - 4 

JOHN STENNIS, Miss. ~ HENRY DWORSHAK, IDAHO COMMITTEE ON APPROPRIATIONS -” 

LYNDON B, JOHNSON, TEX. EVERETT MCKINLEY DIRKSEN, ILL. 

JOHN 0, PASTORE, R. J. CHARLES E. POTTER, MICH. os 


EVERARO H. SMITH, CLERK 
‘THOMAS J. SCOTT, ASST. CLERK 





25 April 1957 


Dear Mr. Secretary: 


: N 
pis Ls Enclosed is a copy of a letter I wrote to (6) 
} S3 OY 
John Hollister under date of April 24. I will discuss > 
z = e 
1. | this matter further when I next see you. ol 
1 
With best personal regards, I remain = 
” 
Sincerely yours, ; U 
; ~ 
P , , N 
i . Knowland N 
Ol 
an i] 
The Honorable John Foster Dulles SN 
Secretary of State 
Department of State = 
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24 April 1957 


Dear Mr. Hollister: 


he. Joint Resolution on the Middle East (Public Law 85-7) 
requives that no commitment involving use of the additional 
authority granted to the President under Section 3 of that Resolution 
shall be entered into until after the proposed action has rested 
‘before the appropriate committees of the Congress for a period of 
15 days. 


Your letter of March 29, 1957, to Senator Green, says that 
you will inform the committees of the Congress of the commitments 
being made by Ambassador Richards but you will not say until later 
which of these undertakitgs is being made under the authority of 
Section 3 of Public Law 65-7. This procedure makes it difficult for 
us to tell which undertakings should be studied intensively, and I 
would.negs.you to change thie practice so as to Be more helpful to us. 

wt, 

i have read the notes dated April 2, 1957, “exchanged between 
the States and the Government of Saudi Arabia, concerning the 
ext n of the use by the United States uf the Dhahran airfisld. 1 
have also read the classified letter to Senator Green received by the 
Committees on Foreiga Relations on April 19, 1957, which gives additional 
information on economic ald to Saudi Arabia referred to in paragraph 6 
of the aforementioned exchange of notes. 


COPY 


Before I make up my mind as to the wisdom of the commitments 
made by Ambassador Richards to Saudi Arabia I should like to have, 
prior to April 29, 1957, answers to the following questions: 


1, Will it be necessary to use the authority of Section 3 

iy Rf, Pablic Law 85-7 in carrying out the commitments 
made to Saudi Arabia? Why? Why could not authority 

of Section 401 of the Mutual Security Act of 1954, as 

amended, be used instead? If it is necessary to use 
the authority of Section 3, what will be the dollar value 


of such assistance? 


2. To what extent will assistance be furnished to Saudi Arabia 
pureuant to the aforementioned paragraph 6 on a loan basis? 
If such assistance is to be on a loan basis, what are the terms? 
If such assistance is not contemplated on a loan basis, why not? 


Sincerely yours, 


William F. Knowland 


Mr. John B, Hollister 


Director 
International Cooperation Administration 


Washington, D. C. 


WFK/mas . 
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Action Control : 5 

NEA Rec'd: April 27, 1957 
FROM: Jidda-CORRECTED COPY 2:46 p.m. 

Info 
TO: Secretary of State 

RMR 

sy NO: 656, April 27, 5 p.m. 


UMSA SENT DEPARTMENT 656, REPEATED INFORMATION DHAHRAN 63. 
OLI EMBTEL 655, repeated information Dhahran 361. 


Og 25K 3aeITO0g starz! 





CIA If Department concurs suggestions made reference telegram, 
suggest further that Embassy note to Foreign Office enclose 
ARMY biographic sketch General Smith. 


Thus, without formal mention in sovertng note, SAG would be 
informed of General's position (Commander,. 2nd Air ciao, 
USAFE) in our own USAF heltrachy. 


For background information re action taken here to apprise King 
Saud of organization ond Air Division, see MYTEL 127, February 
18, 1954 from Dhahran and related messages. 
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SENT TO: Amembassy, JIDDA 7 eo 


RPTD INFO: Amconsul, DHAHRAN 4S / 


Department concurs gestion paragraph two Embtel ‘655 and paragraph 
one Embtel 656. . 
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no.: A785 April 30, 1957 


suBJECT: Economic Assistance Agreement with Saudi Arabia p 
NM" 


oe 


_ To: The American Embass v, JIDDA = 


















Attached is a draft note to be exchanged with the Saudi Arabian 
Foreign Office for the purpose of concluding an economic assistance 
agreement. The Embassy is authorized to proceed with the negotiation 
and execution of an exchange of notes in accordance with the draft, is 
note. During negotiations, no changes should be made in the drafto 4 
note without prior approval from the Department. Upon conclusion ofa 
negotiations, if any changes have been made, the note is not to ber? vy 
signed and exchanged until specific authorization to do so has beeh: = 
obtained from the Department. 


As the Embassy will note, the draft note is so written as to > 
cover only specified projects. The Embassy is requested to insert 
in paragraph 1 a brief reference to any other project or projects 
which have been authorized. The draft note contains the minimal 
provisions deemed necessary to be included in a basic economic 
assistance agreement. Such provisions as those concerning counter 
part and the.establishment of a special mission have been omitted "4 
as being unnecessary. It is hoped that the Embassy will be able ‘+3 
to persuade the Saudi Arabian Government to accept the note without: [4 
major mocifications. F 
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Upon conclusion of the exchange of notes, it is requested that 
there be transmitted to the. Department for the attention of the 
Assistant for Treaty Affairs, Office of the Legal-Adviser, in 
accordance with ) FSM 226, a certified cony of the Ambassador's note 
to the Saudi Arabian Foreign Office-and the signed original of 
the note in reply from the Foreign Office. The Embassy is also 
requested to prepare and transmit to the Department a complete 
translation of the Saudi Arabian note in reply and a memorandum 
signed by a responsible officer certifying that the translation 
is accurate in all substantive respects. 


DULLES 


PIAL 


8 / Lr. / lofi pmade + tent B Tie Mies aide NN 
Pete |g VHS EL — 148 - ; 


aa 
Ve 


OFFICIAL USE ONLY 
Security Classs ) 


- APPROVED BY: 





( 








Willi M. Rountree 








No. 4765 EDDA — 
| ____ OFFICIAL USE ONLY 
, Rtcactent (Security Classification) 
) aq 
Excellency: 


I have the honor’to refer to the exchange of notes between our two Govern- 
ments signed at Washington on April 2, 1957, and to recent conversations between 
representatives of our two Governments. I now have the honor to advise you that 
the Government of the United States is prepared to furnish the Government of the 
Kingdom of Saudi Arabia economic assistance in accordance with the understandings 
set forth below: 


1. The Government of the United States will furnish such economic assistance 
as has been requested by representatives of the Government of the Kingdom of 
Saudi Arabia and approved by representatives of the Government of the United 
States for the improvement of the civil aviation facilities at the Dhahran 
Airfield, the expansion of the Port of Dammam, and - Such assistance 
shall be furnished by the Government of the United States subject to applicable 
laws and regulations of the United States, and in accordance with project agree- 
ments to be entered into by representatives of the Government of the Kingdom of 
Saudi Arabia and the Government of the United States. 


2. The Government of the Kingdom of Saudi Arabia will take appropriate 
steps to assure the effective use of assistance furnished hereunder; will 
cooperate with the Government of the United States to assure that procurement 
will be at reasonable prices and on reasonable terms; will, without restriction, 
permit continuous observation and review by United States representatives of 
programs and operations hereunder, and records pertaining thereto, and provide 
the United States with full and complete information concerning such programs 
and operations and other relevant information which the Government of the United 
States may need to determine the nature and scope of operations and to evaluate 
the effectiveness of the assistance furnished or contemplated; and will give to 
the people of the Kingdom of Saudi Arabia full publicity concerning programs 
hereunder. 


3. All personnel, except citizens and permanent residents of the Kingdom 
of Saudi Arabia, whether employees of the Government of the United States or 
individuals and employees of public or private organizations under contract 
with the Government of the Kingdom of Saudi Arabia or its agencies or the’ 
Government of the United States or its agencies, who are present in the Kingdom 
of Saudi Arabia to perform work in connection herewith and whose entrance into 
the country has been approved by the Government of the Kingdom of Saudi Arabia, 
shall be under the general direction of the American Embassy in the Kingdom of 
Saudi Arabia. In addition, such personnel shall be exempt from income and 
-social security taxes levied under the laws of the Kingdom of Saudi Arabia with 
respect to income upon which they are obligated to pay income or social security 
taxes to the Government of the United States of America, from property taxes on 
personal property intended for their own uSe, and from the payment of any tariff 
or duty upon personal or household goods brought into the Kingdom of Saudi Arabia 
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for the personal use of themselves and members of their families, provided that 
such exemption from any tariff or duty shall not apply to such personal or 
household goods as may be sold by any such personnel in the Kingdom of Saudi 
Arabia. In the event that, notwithstanding the foregoing, any such tax, tariff, 
or duty shall be levied on such personnel, the Government of the Kingdom of 
Saudi Arabia will reimburse such persorinel in the amount paid. In no event will 
United States funds be used to defray or reimburse such taxes, tariffs,or duties. 


h. Any supplies, materials, equipment,or funds introduced into or acquired 
in the Kingdom of Saudi Arabia by the Government of the United States, or any 
contractor financed by that Government for purposes of any project conducted 
hereunder shall, while used in connection with such a project, be exempt ¥rom_ 
any taxes on ownership or use of property, and any other taxes, investment or ~—— 
deposit requirements and currency controls in the Kingdom of Saudi Arabia, and 
the import, export, purchase, use,or disposition of any such supplies, materials, 
equipment,or funds in connection with such a project shall be exempt from any 
tariffs, customs duties, import and export taxes, taxes on purchase or disposition 
of property, and any other taxes or similar charges in the Kingdom of Sandi 
Arabia. In the event that, notwithstanding the preceding sentence, any such 
taxes, duties, levies,or other requirements are assessed or imposed, they shall 
be paid by the Government of the Kingdom of Saudi Arabia. No import or export 
restriction shall be imposed to limit any contractor financed by the United States 
under any project conducted hereunder, from importing or exporting supplies, 
equipment, materials, or funds into or from the Kingdom of Saudi Arabia, as may 
be determined to be necessary by such contractor. 

\ 


5. Funds introduced into the Kingdom of Saudi Arabia for purposes of this 
Agreement shall be convertible into currency of the Kingdom of Saudi Arabia at 
the rate providing the largest number of units of such currency per United States 
dollar which, at the time the conversion is made,' is not unlawful in the Kingdom 
of Saudi Arabia. 


I have the honor to propose that, if these understandings are acceptable to 
the Government of the Kingdom of Saudi Arabia, the present note and your reply 
note concurring therein shall constitute an Agreement between our two Governments 

“which shall enter into force on the date of Your Excellency's reply note and © 
which shall remain in force until thirty days after the receipt by either 
Government of wtitten notification of the intention of the other, to terminate 
it, it being understood, however, that the provisions of this Agreement shall 
‘remain in full force and effect with respect to assistance furnished pursuant to 
requests made under paragraph 1 hereof. 


Accept, Excellency, the renewed assurances of my highest consideration. 
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STUART SYMINGTON, MO. FRANCIS DAK. 
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HARRY L. WINGATE, JR., CHIEF CLERK COMMITTEE ON ARMED SERVICES fr ? oan 7 4 


May 7, 1957 


The Secretary of State “ . 


Department of State 
Washington, D.C. 


e 
My dear Mr. Secretary: 


I have received a letter from Mr. Charles A. Brand of Portland, 
Maine, in which he makes the following inquiry: 


“Tam inquiring of you information over the arms 
situation for the Arab nations. In todays paper there 
was an article about the start of a U.S, build-up of 
air-ground-sea build-up of the forces of the Kingdom 
of Saudi Arabia. Other similar build-ups have been 
occurring lately of our supposingly 'potential' Arab 
allies. I'd like to know why the Senate hadn't had 
anything to do with this?" 


LEL-S/dSW-S*Vv98l 


While I am aware of the Senate's role, I would appreciate any 


information you can give me on the actions and policy of the State 
« Department on this. ; 


Sincerely yours, 


_ 


19/V 


Margaffpt Chase Smith, U.S.S. 
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DEPARTMENT OF STATE 
EXECUTIVE SECRETARIAT 








NEA “st Mr. Oulashin 


I believe no reply is 


necessary. 





Please confirm by 
Monday, May 20 
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Att: 





Memo for Governor Herter 
from John B, Hollister re 
economic aid agreements 
with Saudi Arabia. 
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cc: U/MSA ~ Mr, Burn 
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' way 1 6 1957 


Brie tia call 


MEMORANDUM FOR: Honorable Christian A. Herter 
Under Secretary of State , 
SUBJECT: Econo a Project Agre ts for Saudi Arabia 
4 i 


lL 


We would strongly prefer to have the economic aid 
agreements with Saudi Arabia contain the standard provisions with 
regard to inspection and audit. We consider these provisions the 
minimum necessary to discharge our obligations to Congress. We 
are concerned not only because the failure to include our standard 
provisions in Saudi Arabian agreements may limit our ability to — 
discharge our inspection and audit responsibilities in Saudi Arabia, 
but because of the precedent it establishes. Other countries 
are likely to press for the same treatment. The argument will be 
advanced that we cannot, for political reasons, discriminate 
against them, with the result that our whole audit and inspection 
procedures may be seriously undermined. 


| For both the reasons indicated above, ICA is not in a 
position to approve negotiation of project agre ts without the 
inclusion of our standard provisions for inspection and audit, 
but we assume your memorandum of April 26 represents a decision 
on your part based on overriding political considerations. On 
this basis, of course, we accept such a decision. 





ae 
“>... 4 thle. 
John B. Hollister 
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ASSISTANT SECRETARY OF DEFENSE 
WASHINGTON 25, D.C. 





In reply refer to: I-3612/7 MAY 206 iS 


INTERNATIONAL SECURITY AFFAIRS 


MSMORANDUM FOR SPECIAL ASSISTANT TO THE UNDER SECRETARY 
FOR MUTUAL SiUCURITY AFFAIRS 
DEPARTMENT OF STAT: 

SUBJECT; Chief, U. S. Military Training Mission, Saudi 


Arabia 
4) Yea 


Reference is made to your memorandum Of 2 May 1957, 


subject as above, suggesting the designation of Brigadier 


General Dale O, Smith as Chief, U. S. Mission at Dhahran 
Airfield and Chief, U. Be Military Training Mission to 


9 
\ ke sf fics Saudi Arabia. 
Ay? m The Department of Defense concurs in the designa- 
- tion "Chief, U., S, Military Training Mission to Saudi 


\ Arabia" but does not deem it feasible to substitute the 
title "Chief, U. S. Mission at Dhahran Airfield" for 
» "Commander, Second Air Division" due to the area of 
responsibility covered by the latter position, 
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NO.: A-9T, May 29,_ 1957, 





supsect: Economic Assistance Project Agreements with Saudi Arabia 


Ref : Department Instructions CA-8240 and A-85 » 92 a 5 ae oe 


TO: The American Embassy, JIDDA . = 22” "Ss 


\ f- 

_ Attached is a draft project agreement to be negotiated with 
the Govermment of Saudi Arabia pursuant to the economic assistance ;' 
agreement forwarded to the Embassy under cover of Department ay 
Instruction A-85 of April 30, 1957. Although the attached draft 
is specifically set up to cover engineering and construction of . 
civil air terminal facilities at Dhahran, it is adaptable to the - 
Dammam port by appropriate SOORSEINE of Annex A. 

‘The Department will furnish the Embassy with the details 
required to fill out Annex A of the draft project agreement as 
| 800n as this information is available. The Embassy is authorizad 
to proceed with the negotiation of the Ste Provisions Annex of 
the draft project agreement concurrently 8 negot ons 
the economic assistance agreement, certain articles of which Ere 
complement the. former. During negotiations no changes should 
made in the Standard Provisions Annex without prior approval 
sador is hereby authorized 
be sign the project agreement on approval by ICA/W of the project 
description and pertinent technical details. 


’ 


The Embassy should note that it will be necessary to con- 
clude the project agreements for the civil air terminal and the 
Dammam port and rail facilities by June 30, 1957. 


The Embassy is requested to keep the Commander of the Second 
Air Division informed of the progress of negotiations. 
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ANNEX A 





5. Project Description and Explanation 


ae Description 

The Govermment of the United States will finance the engineering 
and construction of certain improvements in the civil aviation facilities 
at Dhahran in accordance with the recommendations of a report prepared by 
the Tudor Engineering Company. 

The-present civil aviation facilities at Dhahran are (adapt from 
Tudor report description of capacities and facilities presently available). 

The following improvements are deemed to be required: (Then draft 
paragraph. showing nature of needed improvements, and reasons for such 


improvements; such as increased air traffic, or better facilities for 


handling other types of aircraft than presently used, new or additional 


safety features, communications » passenger handling facilities, etc.). 
Contract plans, specifications, general supervision, and con- 
struction work will be accomplished pursuant to contracts between the 
Gevacteait of es United States’and American engineering and construction 
firms. It is estimated that the engineering, survey and details of design 
oan ‘tes completed sobtiamck in approximately six (6) months after the date 
of- execution of the contract; and that the construction phase of the 
project can be completed in a period of approximately three (3) years 


after the date of execution of the construction contract. 


be. Objectives 
(In accordance with the normal instructions on blueprint docu- 
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[ mented projects » there should be some explanation of the value of the 
project to Saudi Arabia. ) 4 


ce Financing of Project 
The Government of the United States agreegto provide all costs 


required for all services, commodities, and transportation required to 
complete the project, up to a maximum of $5,000,000. It is further esti- 
mated thet such costs will be applicable to the categories of costs listed 
below dn the following amounts: (Break down costs into manual labor, 
engineering services, commodity procurement » transportation, etc. The Tudor 
“aie A eee alte itm gions eae: Maeda ties in eamnes is 
that the more detailed the breakdown, the better off we are in any future 
arguments about whether this was really an obligation. But a reservation 
can still be put on the end that the detailed figures are estimates and can 


be adjusted as necessary within the Limits of a total of $5,000,000. ) 


s e 


STANDARD PROVISIONS ANNEX 


A. Title to all property procured through financing by the Government of 
aimittdcmicte the United States under this Project’ shall be in the Govern- 
ment of Saudi Arabia, or in such publigbr private agency as may be 
authorized. This provision is inapplicable to any property which may be 
used in connection with the Project but is not financed from project funds. 

B. Any property furnished through financing by the Government of the United 

, States pursuant to this Project Agreement shall, unless otherwise mitually 


agreed by the two Governments » be devoted to the Project until completion 
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of the Project, and thereafter shall be used so,as to further the objectives a4 





sought in carrying out the Project. The Government of Saudi Arabia shall 


offer to return to the Government of the United States » or to reimburse the 


Government of the United States for, any property which the iowerninntst of 
Saudi Arabia obtains through financing by the Government of the United States 
pursuant to this Project Agreement which is not used in accordance with the 
preceding séntence. ; 
The Government of the United States will expend funds and — on opera- 
“tions pursuant to this Project Agreement only in accordance with the applica- 
ble laws and regulations of the United States desresueinits. 

Upon completion of this Project » & completion report shall be drawn up, 
signed by appropriate representatives of. the Government of the United States 
and the Government of Saudi Arabia and nibeatitbed to the two Governments. 

The completion er shall include a summary of the contributions by the 

two jSovernments to the Project, and shall provide a record of the activities 
carried out, objectives achieved, and related basic data. The Government of 
the United States and the Government of Saudi Arabia shall each furnish the 
other with such information as may be needed to determine the nature and . 
scope of operations under this Agreement, and to evaluate the effectiveness 
of such operation. 

This Project Agreement shall enter into force when signed bythe two Govern-_ 
ments. Any revision of this Project Agreement shall be attective when signed. 
pither Goversaaht may terminate this Project Agreement by giving the other 


Government 30 days written notice of intention to terminate. Termination 


of the Project Agreement shall terminate any obligation to the Government of _| 
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[ the United States to make contributions specified in Annex B of this Agree- | 


No. 





ment except for payments which it is committed to make pursuant to the non-— 
cancelable commitments entered into with third parties prior to the termina- 
tion of the Project Agreement. It is expressly understood that the obliga- 
tions under paragraph C of this Annex, welabDies to the use of property, shall 
remain in force after such termination. 
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Ree’d: 
FROM: Jidda 


TO: Secretary of State 


PRIORITY 
Reference A-97, A-85 


Special ICA Assistant: Johnson urges desirability joint 
Departmnent-ICA instructions on following two questions: 





(1) paragraph (A) and (B) standard provisions annex appear 
conflict with paragraph 4 aid agreement regarding title and 
right of contractor to export from Saudi equipment, supplies, 
etc, purchased with US Government funds but, believed part 
of contractors profit. Suggest consult Murray of Tudor 


n 


Engineering. \ 


(2) In meeting Riyadh with Seager, Burdett,‘ Johnson, and 
Murray (Tudor Engineering), the Ministers of Communications 
and Finance specifically requested, and we agreed, person- 
nel on projects under "jurisdiction" of Communication 
Ministry. - Believe paragraph.3 of aid agreement conflicts af) 
states "under general direction of Embassy". Clarification 
requested on "general direction". . 
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If changes necessary, please provide proper wording. 
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SENT TO: AmEmbassy JIDDA 





oo 
REF: Embtel 757 


¥ | 


Re question (1) bélieve no conflict exists. Paras (A) and. (B). of a 


‘provisions annex apply only to property financed by-. USG. Para h .. : 


“eiianced by USG. Under Para ) therefore contractor may export frea f 





jurisdiction of Commmications Ministry. We believe that within + 
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OFFICIAL USE. ONLY - as 
Classtfication — 3 7 
& guidance and assistance as US personnel will require for execution projects. : 
Dept does not rpt not believe that agreements in any way raise qudebion of 
derogation from SAG sovereignty. If, in negotiations, quantiles of Saudi 
+, sensitivity over noverutaity appears major rpt major obstacle, Dept would 
consider inclusion language ‘that agreement in no way affects Saudi sovereignty 
over Dammam port and Dhahran airfield and their ultimate development. . 








DATE: June 5, 1957 


Presidential Determination with Respect to Refugees from Fgypt 


I would suggest substituting the following for the numbered 
paragraphs at the bottom of the first Pag. of the memorandum to 
the Under Secretary: 


(1) Whether the President should be identified with this 
program. —- A Presidential determination is of course e& al 
to the implementation of the proposal. In view of the deep ~ 
emotional reaction on the part of the Arab States to immigration 
into Israel and the importance to United States interests of the 
President's personal relationships with Near East leaders, it 
is of course preferable to avoid, insofar as possible, 
identification of him personally with the program. We do not 
feel that a Presidential determination that the program is in 
the seourity interests of the United States alone will result 
in such personal identification. 


(2) Whether it is advisable, by moving refugees to Israel, 
to add to that country's economic burden, which the United States 
is helping t6 support. — Our general area policy militates 
against our encouraging immigration to Israel for both economic 
and political reasons. In this mrticular instance, however, 
the relatively limited number of people involved and humanitarian 
considerations permit an exception to be mde. 
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SUBJECT: Presidential Determination with Respect to 
Refugees from sgypt 


The previous draft of this memorandum was cleared by SCA - 
Mr. Sobotka, IO - Mr. Kotschnig, NEA = Mr. Oulashin (with 
revisions), and L/MSA = ir. Rehm. 


The third and fourth paragraphs on page 1 represent the NSA 
revision. Furthermore, a sentence has been added in the second 
paragraph of the draft memorandum to Mr. Hollister (TAB E). 

The Deputy Assistant Secretary of 10, and the Director of 
ORM, are now in Europe and wish to. complete arrangements on this 
program during a current meeting with the UN, High Commissioner. 
Prompt handling of this memorandum is therefor requested. 

Please advise this office (Ext. 5044 or 2564) when the 


memorandum has been cleared in order that arrangements may be 
made to have it picked up and hand delivered to the next in 


4 [ehint 


LE. Frechtling 
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Cage? ‘ot telegram to___AmEmbassy JIDDA 


Classtfication 


possible future negotiations on this issue. However, if Embassy believes elimination 
these two sentences necessary and that safeguards are adequate, authorized to delete. 
No objection however addition rpt addition of quoted language sentence two Para A (2) 
reftel. | . 
Para three: Concur delete QTE or acquired in UNQTE; — insert QTE customs 
duties UNQTE. Cannot accept deletion of balance Para ) of Agreement: Other country 
experience indicates necessity explicit spelling out of protection. Any imposition 
in violation of Para h would senteuatty interfere with expeditious operation of 
project, and therefore burden should be put on SAG to insure prevention this ; 
occurance. Serious negotiating difficulties with firms hired to carry cut projects 
can be anticipated if assurance not made of freedom from duties, taxes » ater, and 
of right to take in and out our equipment . Cannot accept substitute ‘Language. USG 
finances contract with contractor who furnishes own tools accomplish work. To involve 
USG in commitments regarding sale contractor's tools complicates expeditious 
contractual negotiations. However Embassy may substitute for last line Para h 
Agreement QTE be determinéd by such contractor to be necessary for the expeditious 
completion of the project. UNQTE. 





Para four: Cannot accept SAG determination exchange rate. Possible com : oniise ns 


although mich less satisfactory might be to say QTE at rates to be mutually agreed | 
UNQTE. . 


Para five: Cannot agree deletion reference US termination rights 






QTE shall remain in force until thirty days WORE and gies 


|_ 
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a ae telegram A: 
SECRET . 
Classification 


pe these words: QTE shall remain in force until completion of the projects | 

provided for under Para one of this Agreement, unless assistance shall be aapitee 
terminated pursuant to the provisions of Section 503 of the Mutual Security Act 
of 1954, as amended; UNQTE. 

Reftel B. Dammam port project agreement in Section Three of Four: 

Para one: Believe question ultimate determination plan covered by Deptels 
118), and 12h6. Retention language agreed Richards Mission aide memoire not rpt not 
considered prejudicial ultimate decision two parties on nature plan and. construction. 

Reftel C. Dhahran air terminal project agreement in Section Four of Four: 

Para one: Concur deletion all words after QTE Dhahran UNQTE,’ providing insert 
in Liew thereof QTE as mutually agreed upon UNQTE, 

Para two: Concur if necessary. _ 

Para three: Concur in suggested addition, ia however QTE needs of Sandi. 
Arabia UNQTE; not to include QTE provided that the project be put to tender UNOTES 
and that language final para of section 5a. Annex A beginning QTE Contract plans, 
specifications . . . UNQIE remains as submitted, Dept A-97. 

Reftel D. Standard Provisions: 

Para one: Concur deletion. | 





Para two: Cannot accept deletion last sentence. We must be able. assure aao 
Congress that we have some control over end-use U.S. aid funds, 
| Para three: Concur deletion. 
Para four: Cannot agree proposed revision, 
of reftel. | | 








SECRET This document consists of / pages 
i. Number ( of 7 copies, Series A. 
andum ¢ UNITED STATES GOVERNMENT 


TO : BLeMr ~ mth DATE: June 28, 1957 
FROM, : | . 1G. 4S . 

Lt BE» & Maurer ete ese J 
SUBJECT: 


Signature of Development Assistance Agreement with Saudi Arabia 


NEA is requesting Department Circular 175, authorization 







from the Assistant Secretary for NEA for the signature rf 
id Atabla of a development assistance agreaumt, Ne tions 

, ed by the Secretary on April 25, ttoan 53 

gre was the subject of Mr. Metagerts memo: to 





md of April 11, 1957, entitled "Proposed Developmen 
58 Agreement with Banat Arabla.® 


pers renued YINY 
pRUMOY eq smu yudwi a 
1g82-9/dSW-S°V9el 





% 


Fer the reasons ‘get forth in Mr. Metzger s memorandum, I 


consider. that the: ‘proposed agreement may properly be eitered into 
as an exeditive agreemente 


© 
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(en saasilliwng 6/28/51 ; 
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‘accordance |, PSM. 
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47-48 ee SECRET <a 
Action Control: 19632 ae 
Rec'd: June 30, 1957 a= 
NEA 7) 
FROM: Jidda - COBRECTED PAGE 1. 11:37 p.m ene 
Info : by 
RMR TO: Secretary of State "ae rs] 
33 NO: 862, June 30, 6 a.m. = be & mi: 
G : [-[5} Fa : 
SP «/ ¥ 
C NIACT ee 
: Department telegram 1257. - = 
ess In 4 hours meeting with Yasin afternoon June 29 Johnson ~“ 
E 6xplained fully and in detail Department's position set 
OLI forth in refenence telegram and recorded Yasin's answers u. 
DCL to all points as follows: - 
ICA Reference telegram A. Economic assistance agreement. € 
j 
a Paragraph 2. Yasin insisted im ossible accept "under = 
Osp 8eneral direction of Amembassy.' He commented: “Every iG 
American in Saudi Arabia, except diplomats, are under “U 
direction of SAG if USG insists inclusion this statement, ™~ 
we had better not carry ,on negotiations, as SAG will never F 
agree." I 
Re last two sentences, Yasin remarked SAG had agreed to GS 
exempt personnel, hence no need for these sentences. CF 


(\ Paragraph 3: Yasin first insisted upon acceptance entire 

5 paragraph 3 Embassy hag ea 832; however, he finally 

* agreed accept paragraph 6A3 through "conducted hereunder" 

ei only, to be followed by language as found in second line, 

“S| paragraph 9 ey Dhahran airfield agreement .(TIAS 2290) of 

\ June, 1951, viz: and ad withdraw ... changes", plus last clause 
paragraph 6a3 mmbaSsy telegram 832 "if any ... collected." 


/ 


Dat 


Paragraph 4: Yasin could not agree. He had previously 
z explained to Johnson: "This agreement will be published, 
and any indication of another currency rate will ee 






speculation.’ 


q 
~~ 
z Paragraph 5: Yasin stated it_ had already cost SAG 
S million to avoid words "mutual esoumiiet Ma A 
he could not agree now to "buy" expression for is af Elon. 
F 5 Johnson suggested, therefore, returning to orfginal eating 
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47-48 | SECRET : 
Action Control : 19632 
; Rec'd: June 30, 1957 
NEA FROM: Jidda 11:37 pom. = Be: 
Info 3 S 
— TO: Secretary of State Lar ae 
; & 6 ae 
NO: 862, June 30, 6 a.m. : 
33 3 7 
G Pe 
SPs NIACT >? 
C Kk. 
t Department telegram 1257. e 
a 
UOP In 4 hours meeting with. Yasin afternoon June 29 Johnson i 
UMSA explained fully and in detail Department's position set <—*, 4 
E forth in reference telegram and recorded Yasin's answers ane 
sae to all points. as follows: ‘t 
ICA Reference telegram A. Economic @stance agreement. = 
OCB Paragraph 2: Yasin insisted imp "under =. 
CIA general direction of Amembassy." “Hepe "Every : 
OSD American in Saudi Arabia, except diplag e under cH 
direction of SAG if USG insists inclus?@my wtatement, 
we had better not carry on negotiations, € Will never 
agree." Gi 
Re last two sentences, Yasin remarked SAG had agp £4; — 
exempt personnel, hence no need for these sentences. bi, 
, Paragraph 3: Yasin first insisted upon acceptance entire | 
paragraph 3 Embassy el tN 832; however, he finally e 
agreed accept paragraph 6A3 through "conducted hereunder" . 
only, to be followed by language as found in second-line, N 
2 paragraph 9 wsyeltkprf* Dhahran airfield agreement (TIAS 
| & 2290) of June, 1951, viz: "ejjad* withdraw ... changes", 
ge plus last clause paragraph 6A4 Embassy telegram 832 "if any 
a eee ... collected. 
Paragraph 4; Yasin could not agree. He had previously “t 
; explained to Johnson: "This agreement will be published, * | 
ae nd any indication of another currency rate will encourage  ) 
‘s+ “\) speculation." ; ) 
ms 
S & \@ Paragraph 5: Yasin stated it had already cost SAG $2000 j 
million to avoid words "mutual security" in April 2 notes; rm 
he could not agree now to "buy" expression for 25 million. =4 
Johnson suggested, therefore, returning to original wording 0 
J in penultimate ~  yNiEss «ynciass 
PERMANENT f 
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RECORD COPY. This copy must pe-returned OEM i-centeninittes with notati6 Petia dt 
re ne eiicalandslci ™ : 


PHCRE? 
-2- 862, June 3C, 6 a.u. from Jidda \ 


in penultimate paragraph Departuent's A-85 with substitution 
"three months", as in Jordan, Egypt, Iraq and old Saudi TCA ~. 
agreements, for 30 days." Ysanin agreeable. 


Reference toiegram 5. Danmar: Port. 


After reading Departwent's propcesais tor supplementary 
memorandum (Departme:s telegran i272) Yasin exclaimed: "His 
Majesty wili never accept this!" In answer Johnson's request 
for alternative language, Yasin replied: "Your Ambassador 
heard what His Majesty said; I am powerless to change a 
‘hing." Department please vxee Embassy telegram 854. 


Reference telegrar CC. Dhahran air terminal. 


Paragrdph 3: Yasin reverted to wording "project be put 

to tender" t'or reason that it gave Saudis chance to build 

important project and was aiso "good propaganda for USA." 
Johnson reminded Yasin both he and King had agreed air terminal 

could be implemented according to. USG wishes, to which Yasin 

echoed familier theme: "“Apree to SAC plan for dammam Port 

and you can build terminei ss you wish." Johnson explained 

USG preferred to corclude agreements on basis merit rather 

than by bargaining, to which remark Yasin spread arms in © 

sllent exclamation. 


Reference telegran D. Standsrd provisions. 


Parsgraph 2. Yasin refused sccept lsst sentence. He and 
Johnson believe first sentence, last clause reading “and 
thereafter ... the project", ta confusing in that Ft Le ci 
difficult to perceive now it can apply to an air terminal 
or port. 


Paragraph 4, Yasin agreed origina] text with substitution 
"three months" for"40 days" but continued question last 
sentence in which we believe "paragraph 0" should read 
"paragraph B." If so, he wants elimination last sentence 
paragraph 3 as reported 7» paragraph 6. D2 Embassy telegram 832. 


General. comment: Department please note that all of foregoing 
telegram was drafted without reference to Department telegram 
le77 which was received after Johnson-Yasin meeting. If we 
hear nothing more from Department, we shall presume that 
Department telegram 1277 is our authority for informing Yasin 
that, because of his insistence on changes in proposed: agreement 
terms which Department cannot accept, we must with regret permit 
all present offers to lapse. 
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NIACT te eo) 


After wore than 6 hours discussion this afternoon and evening 
with Royal Counselors Yasin and Husseini all differences except 
one were resolved; and if such remaining difference be resolved, 
King authorizes signature of economic assistance agreement, two 
project agreements and exchange of notes exactly as Department 
has instructed us (Department ea 1257 and 1272) except 

(as reported in Embassy telegram 862) for extension, from 30 days 
to 3 months, of period during which agreements shall remain in 
force if either government gives notice of intention to terminate. 


Single remaining difference is His Majesty'3 insistence that he 
cannot permit inclusion in economic assistance agreement of 
provision included in paragraph 3 thereof that Americanicitizens 
and other foreign nationals employed by USG or its agencies in SA 


be under direction of this Embassy. 


I am assured in this connection that there is in fact no objection 
on HM's part to actual exercise by this Embassy of its normal 
functions of directing, the work in SA of American citizens and 
other foreign matt ona ls employed by USG or its Bpeeo eee whose ‘| 
entrance into Saudi Arabia has been approved by SAG; but that 
HMeneither perceives need for nor could countenance publication of J 
this self-evident consideration of strictly internal administrative W. 
nature which he conceives to be of concern only to USG, its ” 
agencies and employees. 


LZoi-L/dsw G°Vv9sl 


‘In the circumstances of this oral assurance and in spirit of final 
‘paragraph: Dapartment telegram 1280 (which is last instrucfon I 
have received from Department) I feel I should recommend thet’; 
Department authorize me to delete in paragraph 3 of econonm® .' 
assistance agreement the words.,,."shall be under general GLreg toon | 
of American Embassy in Kingdom of Saudi Arabia. In additiég, a | 
such personnel...". = 
é os 

It is now almost 7 p.m. Eastern Standerd Time. There remain [1 
therefore, we understand, 5 hours before deadline for signing. 
Please instruct NIACT. ee 

WADSWORTH UNLESS “UNC! 






until after midnight 


mt Tf. Giremecite actually signed but with’ 
rioted Eubtel 1 , notity immediately, 
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RMR TO: Secretary of State 





os NO: 6. guly 1. 10 p.m. (SECTION ONE OF THR 
SP 
“s FRICRIT 
W 
i. Emnassy *Slegvam 1. 
UOP : 
UMSA = Bolioving is vuncing veeord yesterday's developments in 
E i economic assista;ce -sgotiations, for information and record: ™ 
OLI 60) 
DCL (i) 10 a.m. I veesived Depastment telegram 1280 which gave 0) 
me-helpful cooperatives appzosch for final effort negotiate > 
ICA agveemernts ard pvotosed supplementary exchange of notes. . 
OCB Ol 
CIA (2) 11230 a.m. Fi: ~eceived Colonel Sutherlin and me at a 
OSD ond morning Mejlis, ‘ersval audience, attended by Shaikh = 
r ‘ Qater and otres distirgutshsd pi lgr ims (to present —~ wy) 
a romaloaiont puar tom Saud’ Arabia” specially prepared U ; 
by General Tunnen at. Fing's request. King was.pleased, s 
commented flavyovably so attendant courtiers and gussts, and xept WN 
us for lunch. I 
« ; ow 
(3) At lusccn. I said was happy inform His Majesty I had Ol 
just received repiy from Department to his proposal “or N 


supplementary exchunge o* motes, which I was confident he 
would find satisfactory: it expressed appectation HM's 









clear exposition of Saudi position re over-all plan for 

Dammam For? and HSC PartLeipation therein and reaffirmed L 
oux destre conclude negotiations in spirit cooperation and. 
friendship; this sould, I noped make. possibie resolution o% wo 
differing views ve prassology of agreements themselves, To ) 


latter end I suggestsd I mest with Royal Counselors same 
afternoon. 


King welcomed message; he tco wished further cement frtendly 
cooperation; exchange of notes covsred-vital point; otners wf 
could be resolved so long as USG asked nothing weagel le to 
Saudi law and sovereisrty. He called Royal Counse s Yasin 
and Hussaini ard insizvcted them first consult epee 

| 


Minister Surur and she: meet with me. 
(4) 5 pom. Fart _ 
“UNLESS. 












-2- 6, Calv . 10 nom. (SECTION ONK OF THREE) “rom Jidda 


(4) 5 pom. I arrived at palace for meeting. Counselors 
eeve Stil: in cornferecce with Surur. Eventually we had ‘halr- 
how discussie: pevore reeess for 6 p.m. sunset prayers. 


I presented Frgiish ard Arabic dratts for supplementary 
excharige of mso*es, using falisack position authorized Depart- 
mert telegram 1280, Icey questioned necessity for Department's 
addition that "US rav+iciraticn will be governed by note of 
april ¢, Tollowing mutial agresmerit on details of such 
partictitration.” 

(5) 6:30 p.m. Meeting +as resumed with full attendance my 
staff (Johnson, Stoltzftus and Mohamed) and palace secretaries. 

I argued that questioned addition was in essence only repetition 
vy USG of words used by King himself to define scope of US 
Participation and that, in ‘confirming to SAG its understanding 
thereof, USG-ass simply for its part accepting such . 
definition, birden their argument was that addition .sas contra- 
dictory within itsel! (Yasin) and confusing (Hussairi).- Upsho? 
das that Courngelors agreed submit my explanation to King. 


BA 


_ For onsuing two nours «we decated four exceptions taken by 

‘asi. 2O specific provisions included in draft agreement. Thee 
wove: Dollar-iya. exchange rate, duty and tax exemption, 
re-export of propsrty after completion of projects, and most 
important, provision insisted on by Department (Department 
telegram ledy7) that 4mericar citizens and other foreign = 
cationals employed vy USC or its agencies in Saudi Arabi 

"shall be under peneval divection of Americar: Embassy. 
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z Major points made ‘ard'upshot discussion re each of these 
UOP four exceptions folPow: 
A. Riyal-dollar “exchange rate: Counselors argued "rate 
OLI is for SAG only to.sét" ‘ard there was "only one legal rate"; 
DL, surely.!USG was not angling to use black market. Burden my reply 
: after referring experfence in other countries, was that if Sauat 
ICA law lf eden bed bata Mak he comply; all we asked was 
OCB conversion ‘at bést "nét-unlawful" rate; His Majesty had said 


USTA at lunch that egreement could “te. reached on minor points if 
not contrary to Saudi law. Upshot was that counselors agreed 
present my view to ‘King. 


B. Duty and tax-exewption: Counselors set forth new position 


taken that afternoon by Finance Minister, that SAG could make 

no exception to regulations: governing non-official persons 
entering country (détherwise any.others would clamor for 
exemptions) and that ‘theréfore solution must lie in full payment 
by all Americans and other foreigners engaged on projects, 
followed by full’refund to be made promptly on direct application 
or through American Embassy; thus end result would be same as 
proposed by USG. 


Burden my reply was that this was interesting new position 

which if time-permitted I would be glad submit my government; 
“\ consequently urged; as-erd result same, we sign agreement 
as it stood. and permit te ask Washington consider later 

amending it to meet-essential Saudi regulations. Upshot was 
counselors agreed: recommend my-pfosition to King. 


C. Re-export "of wpropenty: after coupletion of projects: Counselors 

8 objected to word property” as ambiguous, especial n Arabic, 
despite my stressing that only items in excess of *pqiirementsw~ 

to complete projects was intended. They urged substitution 

of "mater lajs‘and equipment", ws fs 
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-2- 6, July 1, 10 p.m. (SECTION TWO OF THREE) from Jidda 


In reply I suggested they hand me, if and when agreements 
Signed, written note setting forth their understanding 

of what term "property" should cover and we could later 
work out mutually agreeable definition. Upshot was they | 
agreed submit this suggestion to King. 


D. Phrase "under general direction.of American Embassy": 
Counselors insisted this could not be accepted; it smacked 

of ancient Ottoman capitulations and extraterritorial 
jurisdiction; USG well knew Saudi sensitivity this score; 
scope of Embassy's author ity over its nationals was regulated - 
by_international law; any "direction" not recognized thereby 
cot™id be only matter of strictly administrative nature of 
contéern only to USG and its employees and, consequently, 

has no place in agreement between governments. 

Burden my reply was that they appeared confuse "jurisdiction" 
with "direction"; USG would not think of asking jurisdictional 
authority, extraterritorial or other; I was captain of country 
team with general authority, under the President to "direct" 
activities of USG employees; Department had instructed me say 
specifically no derogation from Saudi sovereignty was intended. 
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SS NO: 6, July 1, 10 P.M. (SECTION THREE OF THREE) 
G 
SP 
C PRIORITY 
W 
L Counselors conceded bona fides my argument but remained 
UOP insistent King could not accept inclusion of phrase in. any 
UMSA agreement. Burden their rebuttal was that its publication 
E would afford enemies of Saudi regime effective new lever to 
OLI attack King as US puppet. Upshot was they agreed present 
DCL my observations and explanation to King but they could not 
believe he would concur. 

' ICA 
OCB 6. We then adjourned for one hour so they might odnsult 
CIA King. Stoltzfus, Johnson and Mohamed remained with Palace’ 
OSD secretaries to prepare papers for signature, should such 


prove to be His Majesty's pleasure. 


Before recess hour elapsed, Yasin returned to conference 
room. Burden his message was that King agreed to signature 
all papers as they stood, if phrase "under general direction 
of American Embassy" were deleted; on this his Majesty was 
adamant; this should be communicated to me; he himself was 
exhausted and would retire; if there should ' be further word 
from USG Bassam (head of Foreign Office) would be ready 
receive it; if we could sign before midnight, Bassam would 
sign. 


7. After some fyrther discussion which reaches no consequential 

end, Stoltzfus and Johnson reported to me and we prepared and 

sent Embassy telegram 1, July 1, 2 a.m. (7 p.m. EST) requesting 
\Nvur ther instructions should such be aco before midnight EST. 


nN e there: any special points sciceaiaiiain would wish covered by 


\ way of comment? 


WADSWORTH 





INCOMING TELEGRAM Department of State 


a 
, : : t 
: 





ood STHI 


 g issu, EE 


z/ 


Cc 


















B SECRET 7/3/57, 2:30 a.m. VARS 
Action Control: 652 af 
NEA Rec'd: July 2, 1957 Bu 
FROM: Sidda-OGE ; 1e:h3 a.m. his 
Info , bs 
RMR 10: Secretary of State fle . 
SS NO: 7, Suly i, Midnignt A ei mc 
G = ‘ we 2 O~ E. . 
SP —afefs78 
C NIAC 
W 
L Department terepram i, 
UOP 
Agreements were not signed (see isy immedi ately preceiding ~~ 
UMSA PRIORITY telegraic e. ap? Bes 10 p.m.) but, if Department can @ 
E properly "turn back tre cio:k" on ground that nad there act 0) 
been untoward delays in “ransmission my NiACT telegrams ov2 > 
OLI and 1 (almost 24 and 6 hours respe. tively) Eabassy would have i 
DCL been authorized to delete “under general direction of Embassy" Ol 
we may be ao sle to induce Sat to do iikewise and sign under Le 
ICA date June 30. ; on 
OCB 
CIA TI should, hcwéve:, ooserve shat we sensed during last days U 
OSD. of ne otiat. cus with Saudis anger ncn ape nesitation on their — 
part -(seemingiy re Sona ae by other than divergences of views N 
on terms of cur oposed Agrecien ts) to conclude eny grant isa 
aid agreemer.t wit i USG at this tinue of approaching height of 
pilgrimage season d¢ serie of USs aectitude and action Aqaba Ol 
question whien mignt necvessitat:: King's taking, opéniy in this’ N 
key piligrimage addre Ss,  strongiy opposing position { see my 
telegram 643, 853 and (56) ‘ 
{ Dliuni ARS 2408 | tnvident Dearing cut this impression was commont 
. made.by Royai “ounseior Jasin to dJchnson, June 29 (I was not, 
‘~ present ) supstatuially as -ffolicws: "Furthermore, we, SAG and JSé, 
~~ are in & very ne a = position tcday so log as USG purses 
type cf policy ref “Lect ae in itS announcement fegarding — of 
\ Agaba. This makes i) ~GPOSS~ ole to annonce Epuolicly) conclusioca 
f any economic EBPEw tite nis with USG. an pets eg His je ty's tn 
losing ststement to yous Ambassadc ring ois tast sudigince 
ieee that SAG-USG Felatd or iS are in ndanger") 
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Department telegram 1. 


Agreements were not signed (see my immediately preceding 
PRIORITY telegram 6, July 1 10 p.m.) but, iff Department can 
proper 1? "turn back the clo:k" on ground that had there not 

een untoward delays ip,transmission ry NIACT telegrams 862 
and 1 (almost 24 and 6M (Qs respectively) Embassy would have 
been authorized to delete@@p~nder general directicn of Embassy", 
we may be able to inducef(@AG*tGedo likewise and sign under 
date June 30. } 









part (seemingly engendered by other “SMGRpamt@Mences of views 


aid agreement with USG at this time of apprté ng height of 
pilgrimage season because of USG attitude and action Aqaba 
question which might necessitate King's felcing, openly in his 
key pilgrimage address, strongly opposing position (see my 
telegram 843, 853 (#) out this impression was comment made b 
Royal Counselor Yasin to Johnson, June 29 (I was not present 
substantially as follows: "Furthermore, we SAG and USG, are 
in a very difficult position today so long as USG pursues type 
of policy reflected in its announcement regarding Gulf pf Aqaba. 
This makes it impossible to announce (publicicly)conelusion of 
any economic agreements with USG. I refer to His Majesty's 
closing statement to your Ambassador during his last audience 
warning that SAG-USG relations are in danger." 


LGI-L/dSW-G°VSESL° 
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(#) Omission. Correction to follow. 
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; DATE: July 31, 1957 





SUBJECT: Press Reports Concerning Feonomic Assistance Funds for Saudi Arabia. 
a 
PARTICIPANTS: Ambassador Abdullah Khayyal, Saudi Arabian Embassy it 
NE - Mr. David D. Newsom , : aaa 
E 
be 35 
. N 
COPIES TO: ‘NEA (cc), NE/E (cc), NE (2cc), NEA - Mr. Lathram (cc), ED (cc), 00 
Jidda (cc). 5; 0) 
> 
a 
oO 
Uy 
a = 
eee Ie <a o 10a CO) 
» VU 
~ 
ee % Ambassador Khayyal telephonec to inouire about press reports that the e, 
K "\" United States was seeking to reappropriate ‘25 million for the Dammam port nN 
Os y and the Dhahran air terminal. Mr. Newsom said that, as the Ambassador Imew, 2, 
as “ the funds were lost when negotiations had not been completed by June 30 on ol 
. the basic agreement. Mr. Newsom said. he was unable to predict what action ~J 
? a4" Congress might take upon the request for reappropriation. 
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UNCLASSIFIED GF) 
DEPARTMENT OF STATE 


Memorandum of Conversation 


DATE: August 1, 1957 


SUBJECT: Economic Assistance Funds for Saudi Arabia 


PARTICIPANTS: Mr. Anthony Ullstein, United Press 
: Mr. David Newsom, NE 


COPIES TO: NE 
NEA/P 


u 
ANNALS Sa LSAN INAWNOOd STHI 


I NI DAE ALLL OEE IT ON 


Mr. Ulistein called to inquire about the report that Saudi Arabia had turned 


down 25,000,000 in economic assistance funds. 


Mr. Newsom explained that negotiations for the necessary economic assistance 
agreement had been in progress on June 30, but minor language difficulties re- 


mained unsolved and the availability of the money lapsed. He said Congress was 
now being asked to re-appropriate it. He said he could not predict what the . 
Congressional action might be. He added that the agreement was not under active 


negotiation, pending the results of the Congressional action. 
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| ee 
The Saudi Arabian Ambassador presents his compliments Unto 


to the Honorable, the Secretary of State, and has the honor 


to inform him that it is understood that there will be a 





balance of the fifty million dollars credit after submitting Py: cn 
. Ps 
the letters of offer. me “i om 
. “7 { i e 
This being the case, it is requested that this balance ae co 
e be transferred to Case No. 575-OPC-55 and this same fund dee 
. on 
be applied as partial payment for Case No. 576-OPC-56 of D 
which two copies are signed and enclosed. P 
Inasmuch as this matter is urgent, the Saudi Arabian ‘© 
Ambassador would appreciate the Honorable the Secretary | 
of State extending his assistance in initiating the necessary 
s action as soon as possible. 
The Saudi Arabian Ambassador avails himself of this 
opportunity to renew the assurances of his highest consideration. 
Washington, D.C. 
August 8, 1957 Sr 
oO 
No. 191 oe ; 
‘ 
South et Fes a oa 
SAELA y ae Cr j — HY 
= n 
83 
ze 
Big 
ee 8 
wy . 
RECEIVED ci Of 
a peemennie sg ‘ ae eb aaa fii: ‘ 
=e) U/NMSA He 
| AUG" 1957 eg 
Ane -. nies : -U ia Sed 
tay ta \ : 
fg 
r 
mn C 
uo _ 





) ? a 


t 2 bs document consists of al 
E.R -y i SECRET sists of __€-Bages ~ 
- Ne a ies of a Copies, Seri a3 





DEPARTMENT OF STATE $f: 
ASSISTANT SECRETARY yr me Cm /; = fl 
* | 
TO: G - Mr. Robert Murphy August 9, 1957 2 i 
FROM: NEA - William M. Rountree 


SUBJECT: Request for Appointment for Ambassador Al-Khayyal for August 12 





Discussion: 


Ambassador Abdullah Al-Khayyal of Saudi Arabia has requested an appoint~ : 
ment with you on Monday, August 12, in order to discuss the delivery of 
military equipment to Saudi Arabia under the agreements of last April. 
General Smith in Dhahran has reported that the Srudis have been complaining 
of slowness in these deliveries. 


Ambassador Khayyal informed you on April 2 of Saudi Arabian acceptance 
of letters of offer on approximately {50 million worth of equipment which 
the Saudis are buying under the Reimbursable Military Aid Agreement. We 
extended a three-year interest free credit of #50 million to the Saudis to “J 
cover these items (Tab A). Attached is a summary of the major items of Co 
equipment included in the letters of offer (Tab B). Defense states that (@)) 
the 36 tanks are loading now or are on the high seas, and that the 6 C-123b > 


aircraft and 6 T-33 trainers have been delivered to Saudi Arabia. Other e 

ordnance items, including 32 40mm antiaircraft guns, are being processed by Ol 
the Army. It is expected that by September the bulk of them will be ready 1 
for shipment, and that by early winter deliveries will have be@n completed = 


on the entire »50 million order. Ambassador Khayyal may claim that deliveries (@~/ 
were to have been completed within 180 days of last February when most of U 
the letters of offer were delivered to him. However, the delivery periods ~ 
specified in the letters of offer commence on April 2, the date of their Cc 
formal acceptance by the Ambassador. I 

CC 


Ambassador Khayyal may also request the Department's assistance in the O1 
purchase of 20,000 rifles for the Saudi National Guard. A note to this ; ~ 
effect was received today (Tab C). This request was made at the time of the , 
King's visit, but upon our urging was withdrawn and private sources were ‘ 
sought out’ by the Saudis. Other items requested for the Saudi National Guard 
were approved by the Department for sale, except for the 75mm recoilless 
rifles (Tab D). 


Recommendation: tw 
1. That you inform Ambassador Khayyal Yor the status of deliveries as sz “ 
given above, pointing out that the 180 days delivery period started only on Gn 
arose mcsconerememerht Fe LL 2 and that we hope delivery will be completed by December. > 
~ BOR | : 
il | 2 That you note our prompt and effective handling of ch major itona uy 
+ ANG) _asi the tanks, toe T-33 jet trainers, and the a aad sei ig planes. oT ‘ 
a N 
PE > 
: ie Should HY) a 
: = —_o 
SECRET On 











3. Should the Ambassador reque.t our assistance in the vourchase of 
20,000 rifles, it is recommended you reply that we will sive serious 
consideration to the request. 


NSA :NE :RKSherwood save 
8/9/57 
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3 EX 
al S#NT DHAHRAN 56, REPEATED INFORMATION DEPARTMENT 188 se 
'  DHAHRAN FOR GENERAL SMITH . of 
one At my meeting with Acting Counselor Asad August 17 E : 
~~ he informed me of request by chief USMIM at Dhahran © 
SLE for authorization fly American flag together with 
a Saudi flag on his official car as manifestation 
CIA close Saudi-American ations. ‘ 
CSD : Pe 
ARMY Asad said request was referred by Minister defense 0) 
to King's Diwan wnaich asked that following reply be > 
forwarded by Embassy to Chief USMIM: * 
Ol 
SAG regrets cannot comply with request .Chief of US = 
mission because it does not wish establish new precedent Ui: 
entailed thereby. Saudi flag has been flown with flag I a 
of foreign country only on occasion visits foreign he ‘ ~N 
of state. 3 CO 
| wet 
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DEPARTMENT OF STATE Lm /f 5 eae 


AssJsTANT SECRETARY a 
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FROM: NEA - William M, Rountree 





SUBJECT: Ambassador Khayyal's Call on You Thursday, August 22, 3:30 p.m. 


t 
t 
Ambassador Khayyal is coming in to see you at your request as a ‘. 
follow-up to his visit last week in which he complained of delays in the ue 
delivery of military equipment to Saudi Arabia. We have received a status 
report from Defense (Tab A), responding to your letter to Mr. Spregue of ~* 
August 15 (Tab B), A summary has been prepared comparing, in general, ™ 
Defense's response to the Saudi summary list (Tab C). o 
> 


The Saudis have recently asked permission to purchase under our 
reimbursable aid agreement 20,000 M-1 rifles for the Saudi National Guard, U 
(Tab D). Last’spring upon presentation of a similar request, the Saudié ar 
were told deliveries would be very slow, and more expeditious results woul = 
be achieved through private sources. The Saudis have apparently had no 
success and have turned again to us. We have asked Embassy Jidda what its v- 
assessment is of the need for these rifles, and of the likelihood they might. 


find their way to border areas, We have had no reply. ee 
Recommendation: | ; A 
e » Ambassador Kha: ° n ei 


regarding the outlook for deliveries: and hand hw TAA © 


f 
a. The M-4] tanks will be available for shipment not later than 
October 15; 


b. The small arms (Saudi Case. 554),of which the Ambassador made 
special mention, will be available in September. 


' 2) 

c. Defense has assured us “every effort" is being made to supply 
the equipment as rapidly as possible. U rd 
| 





2. That you assure the Ambassador there have not been any intentional —% 
delays. We have urged, and will continue to urge, that Defense expedite the J 
Teliverion for'the Saudi military forces. The Ambassador may assure his bd 
Majesty of this. ane NI 
Fe el . a a 
poss | 3. That, etentla’ the Ambassador inquire about the S 
rs for’ the National Guard, you state the request till iy 
: ! 
That you approve the attached telegram (Tab E). o eS > 
‘ wih S 
\ th 
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Memorandum of Conversation 


a/Wa 


DATE: August 22, 1957 


SUBJECT: 


. C 

Arms Deliveries to Saudi Arabia EE 

| E 

ie 

PARTICIPANTS: Ambassador Al-Khayyal of Saudi Arabia Be 
Mr. Faisal Badawi, Saudi Arabian Embassy y 

Mr. Robert Murphy, Deput; Under Nocretae Ary 

Mr. Robert K. Sherwood, NE me 

? ce 
COPIES TO: G(lec), NEA(1ec), NE(3ec), U/MSA(1cc), MC(1ec); NE/E(1cc), : 


Air Force (Dr. EvansW% OSD/ISA& Jidda,-Dhahran,— 


ok ae @ iy 


Mr. Murphy gave Ambassador Khayz;al a list which had been prepared in Defense at ~ 
his request. The list indicated, on a case-by-case basis, the availability of most 
of the items presently scheduled for.delivery to the Saudi Arabian military forces ‘: 
under our: reimbursable military aid agreement. Mr. Murphy pointed out to the Ambas- an 
sador that, in the case of ‘the 18 M-l1 tanks, delivery was now promised not later { 
than the middle of October, rather than in December as the Saudi Arabian Ambassador Ci 
had complained on August 12, Mr. Murphy also called the attention of the Ambassador 
to the anticipated availability in September of various small arms items, about , 
which the Ambassador had expressed his concern in their previous visit, because at thate, 
time he had had no indication of availability. Mr. Murphy also noted that on. many 
items availabilities were established during the coming fall, and in certain cases 
where delivery to the Saudi Arabian representatives could not be made before next 
spring, the list confirmed the lag which had been clearly set out in the letters of 
‘offer accepted by the Ambassador last April. 





f 
HOW 4 


Mr. Murphy emphasized that the Ambassador should feel free to be frank with us — 
and should not hesitate to contact the Desk Officer, or him, if there were further ey 
worries about the delivery of the equipment. Mr. Murphy said that such delays as — 


there might have been were in no way intentional. He pointed out delays can be ac~s=4 
counted for because of mechaical or organizational problems. 


The Ambassador shoul f=; = 
emphasize to His Majesty that we were most interested in expediting the delivery of xX 
military equipment to his kingdom. , wm iS 
m onnl 
ihe . Murphy G 
4 a . Lo) V\ 
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ir. turphy menvioned that in a recent telesram from General. Smith the ‘eneral 
had revorted His Majest; as statin: that Mr. l!urphy warned the Ssudi Arabian Ambas- 
sador of delays in these shipments. Kr. jsurphy hoved it wovld be made clear to His 
Majesty that. the Arwassador had come in to bring to the attention of the Department 
of State that delays had occurred in the siipments, and that the Department of State 
had thereupon told the Vepartment of Jefense that it desired to see our commitments 
to the Saudi Arabian Government fulfilled as vromptly as possible. Ambassador: Khayvyal 
replied that there had been some misunderstanding because he had reported his call on 
Mr. Murphy in its proper context -- i. e., that of callin- to the attention of the 
United States Government the delays which had occurred in shipments of certain items. 


Ambassador Khayval expressed his gratitude for the assistance which the Depart- 
ment had s‘iven him and saic it was good to know that he could call on us as problems 
arose in the future. 
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THE DEPARTMENT OF STATE, WASHINGTON. 








Comments on Negotiations for Econonic Aid Agreement and 
and Dammam Port Project Agreements 


: ~ | 5 
FOR ICA/W FROM WIENS | 


SUBJECT: 





” 


After several Gays consvilteticn in Cicce, I should like to make the 
following conments with respect to the negotiations on the proposed projects 
there: : 


-I suspect that given more time such as we will now hawe wea tha now 
finds o7e wade available or the old funds reappropriated we will be able to 


obstacles. ey 


The controversial phrose ure or ihe cenerc] direction of the American 
Embassy" is in my judgment a bone of contention only because of semantics. 
We certainly do not want extra-territorial jurisdiction over ou ou vloy 
(American and Saudi}, which the Saudis insisted this language would give us. 
And I am convineéd, from my discussions in Jidda, that the Saudis would not 
wish’ to deny us the right to give appropriate work orders and supervision 
‘uxmxx After all the agreement is between the two governments, and it is the. 
American Governnent which undertakes to fulfill the contract. To do so, the 
U.S. Government imist possess tie necessary means of performance, including 
the authority to issue work orders and see that they are carried out. I 
believe that alternate language could be developed which would be mutually 
satisfsctory cnc rot silgect to the misunderstanding that the present phrase 


has been. 


Technically, we are up against a more difficult problem in bringing 
about an agreement on the construction plen for the lsiyor port. The crux 
of the problem is whether an aggregate can be found in Eastern Saudi Arabia 
to make concrete which is resistent to sea water. ‘Tudor Engineering studies 


formerly of the Corps of Engineers in charge of North Africa and Saudi Arabia 
at the time that Dahahran was constructed, and currently with Nayi.ond voncrete 
and Pile, told the story in Washington that on Bahrein Island, jist across 
from Danmam, a British company was using concrete circular piling _— 
: ae . 
[ny } 


reveal thot sveh an ac regate has net yet been found. General Talley, q 
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requires better concrete than that required in the type of consiruction 


vo,e:c@ et Leunam. Obviously they would have to have good aggregate. 
In Jidda I learned, on more careful questioning, thet the British firm was pxuk 
only ‘considering doing this but had not yet found the eccregate, which it 
Roped to cet from the mainlandt We are, therefore, back where we started 
from. 








But again I cannot believe that if we have adeuucte time for 
necotiaticus (tcl es we vill now have once the ioney is available) that these 
technical difficulties will not be insuperable or thet the one will not 
insist upon building with materials which ere proven to le inccervictes, F 
else beltevwe aye t ve con rerets. te cr ile cuestion of the design even if 
this means sending out another engineering team to make a resurvey and 
perhaps to make a more basic survey of the long rence (1C - 25 years) 
requirements of the port. If, however, this proves impossible or the 
obstacles appear too great, we might wish to consider substituting 
something else for the Dono. Port, “ss oveht, lewever, to keep in mind 
Mr. Dulles stricture that the project ought to be closely connected with 
our nilitary effort centered on the Dahahran Airport. “wuossy of ficiawls 
informally dilievssec ‘}ree alternate uses for the funds, and the Embassy 
may ultimately suggest some others: 


1. Increase the size of the Dahahran civilian terminel. There is 

considerable Lelief in the field thy t £F,CCC,COO will not do the job. 

In any case, the Tudor Report recommends st:ongly that the alternate 
project costing ‘37,500,000 be undertaken. While the earlier ottitude in 
Yeshington, both of State and of the Air Yorce,was negative toward this, 
Embassy officials quote the authqrities in the field as taking a different 
view. Air Force and Corps of Uiugineers sutiorities «1so one Ate to See} 
thet the Tudor estimates are on the low side so that perhaps up to 

$10,000,000 may be required for the project recommended by Tudor. This 

is not really a serious criticism of Tudor, who were, after all, on the 
spot for far too short a time and could not possible know local conditions 
as well as the people on the spot. 


2. Undertake only that portion of the VDaninam Voxt tesling - ith rail 
connections with Dahehran Airport, providing rolling stock (which might 
be increased somewhat) etc., while the Saudis would undertake the con- 
struction of Daruan Port by thes: clven .iec :.ccoréing to their own 
technical designs. , 


3. Establish a meteorological service for all of Saudi Arabia for 
about $3,000,000. This is a project developed by the Army Air Force at 
the asgeit ve pest. of Ding-Saud. This is reported by the Embassy to be 
extrerely significant as weather information on Saudi Arabia is extremely 
inadequate for our internationel commercisl or Air Voree flichis to ond 
from Dehalran Airport. The Embassy quotes our air officials as indicating 
this deficiency constitutes a serious hazard to the large and increasing 

| volume of military anc civilian flying in the aree. 
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It might be pointed out thet the expenditures for the above projects | 
would obyiously be censicersavly caer p2"%,°°°,7 © and probably not exceed 
$15,000,000. The Embassy is explerine other possible projects which fit 
the criterion set forth above to present the Department and ICA with 
alternatives shoul? our s.syott trois “er the Dammam Port break down on 
technical grounds. The thought iad even been suggested that the Saudis 


would now be willing to accept expenditures totalling less thin 
pe5,90%, DI, abort. ca Lo ielg on this subject should come from the 


‘Andencantien rather? than from myself. 


By the time this report reaches \ashington, Mr. Mel Johnson will . 
probably have arrived there wud om. Ciseuss t! soa peints further. 


‘Mr. Johnson's final, detailed report will also be at hand. 


Se Oe vy, Eas 4 rg 


. - ‘WILLIAM R. CRAWFORD, JR. 
American Consul: 
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SUBJECT: Final Report of Negotiations with Sq 
Economic Aid Agreement and Subordinate Projectse 















fon) 7 ee a. 

| The Ambassador takes pleasyre in commending to the Department the attac 
Memorandum (Enclosure Noe 1) entitled: "Reviewing Negotiations.with the Saw 
Arabian Government Relative to Proposed Agreement for Grant Economic Aid and 
Subordinate Project Agreements; and the Hejaz Railway Survey Aide-Memoire", , 
together with enclosures 2 through 8, prepared by ICA Attache Melvin T. Joh 
being records of meetings with the concerned Saudi officials. a 


These enclosures have been reviewed by Mr. Henry Wiens, Chief of the me 
East Division, ICA, Washington, while visiting Jidda en route-to Yemen. He 
comments ¢ 


Mr. Johnson has prepared an excellent, exhaustive record of our 
unsuccessful negotiations with the Saudi Arabian Government for the 
cOmmitment of funds prior to June 30 for the proposed Dhahran civil 
airport and the Dammam port projects. But even with this detailed 
record, it is' not possible to determine with certainty why these 


YY negotiations failed. 


In particular, there is, in the Embassy, a strong opinion that the | 
final problem over the phrase “under the general direction of the 
‘ American Embassy"---which was represented by the Saudis to be the only *™ 
remaining difficulty--was a_pretext to hide far more important political) 
considerations. Had this phrase, in fact, constituted the only remai : 
difference, the outcome would have been ironic indeed. .- f 


After reading the record and discussing the problem here, I am 
convinced this was essentially a problem in semantics and suspect that, 
given sufficient time, that alternate language might have been develope 
satisfactory to both sides. 


\ 
yp 
| | 
( WH 

Surely, the U.S. Government did not wish to ass¢ft ,extra-territori 
K authority over its~employees on these’ projects as the authorities 
SS: appeared to believe; and the Saudi Arabian Governmemt-pkobably did not 
| wish to deny the U.5. Government the right, as an = r, to give 


effective work orders and supervision to its emplo 


But, more important than fretting over the past, is the present 4 
problem of finding a way to fulfill our commitments to the Saudi as 


Giladsworth/nec/eh __ 
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_ Arabian Government. This problem is being made the subject of a 
separate communication by the Ambassador, and Mr. Johnson widl wish 
to discuss this upon his return. 


Mr. Johnsoh is, as the Ambassador has indicated, to be commended 
tor his work, his patience and this report. Both Mr. Johnson and I 


are deeply grateful for the guidance given him by the Ambassador and 
the excellent support and cooperation of the entire Embassy staff. 


Fon radeon 


George Wadsworth 


Enclosures: 4 fis 


As Stated 
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Reviewing Negotiations with the Saudi ArabianGovernment 
Relative to Proposed Agreement for Grant Economic Aid and Sub- 
ordinate Project Agreements; and the Hejaz Railway aed Aide © 
Memoire. 


References: Embtels 757, 77h, 832, 852, 85h, 857, 862, 
1, 6, 7. 


Deptels 990, 118), 1192, 126, 1257, 1272, 
1277, 1280, 1169. 


Embdespe 28, 29, 252, 277, 1, 36 


Dept. Instrse A-85, A-96, A-97. 


Following are summaries of the conversations held with Shaikh Yusuf 
Yasin, Royal Counselor and Acting Minister of Foreign Affairs, concerning the 
negotiations for the Economic Assistance Agreement, Dammam Port and Dhahran 
Civil Air Terminal Project Agreements, and the Hejaz Railway Survey Aide 
Memoiree The Department had been kept currently informed of the salient 
points. by cable. - 


Following is a list of the summaries by dates: 

2) June 5 

3) June 6 

4) June 19, 20, and 21 

5) June 22 | 

6) June 29 

7) June 30 , 

8) Copy of Memorandum sent by Shaikh Yusuf to Saudi Arabian 
Embassy in Washington. v 


“It as to be regretted that an "Act of Gody" or untoward delay in cable 
transmission, prevented the culmination of the agreements - assuming, of 
course, that the Department would have authorized the Embassy to delete the 
controversial clause that "All personnel, except citizens and permanent 


residents of Saudi Arabia,...shall be under the general direction of the 
American Embassy..." 


After a careful retrospective evaluation, it is difficult to s gate 
one specific item, other than the above, and point to it as the sif reason 


Se agreements were not concluded. There were several major points, 
ly: 


i _ 
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1) Delay in receiving complete draft agreements from Washington. | 


2) Delay in the Department's receipt of Embtels 862 and le 


3) SAG insistence, including His Majesty's, upon the implementation 
of the ‘Saudi plan for expanding the Dammam porte 


),) Controversial clauses of the agreements - the important ones were: 
a) "All personnel, except citizens and permanent residents 


of Saudi Arabiag...eshall be under the general direction 
of the American Embassy..." 


b) Request for SAG to reimburse personnel for any duties, 
taxes, etce paid by them. 


c) Free and unrestricted exportation of supplies, equipment, 
etce, imported into Saudi Arabia for use in connection 
with the project. 

d) Riyal-dollar exchange rate. 


e) Request for SAG to offer to return, or to reimburse, the 
USG for property not used hae the project or remaining 
after completion. 


5S) Absences of Shaikh Yusuf from Saudi Arabia. 


6) SAG and USG divergent views concerning the status of the-Gulf of 
Aqaba. 


7) The attitude of SAG with respect to mention of the Eisenhower 


Doctrine and its insistence that the funds and agreements were 
to be entered into pursuant to the April 2 notes. 


A brief expans ion upon each each’ of the seven points follows: 
le Delay in a of Agreements: 
Deptel 87, dated April 8, stated: 
eeeeDept and ICA have under preparation draft economic assistance 
agreement and supplemental project agreements. It is anticipated 


these will be pouched within apout one weekeee. 


Following is a recapbtudation, including comments, of when the three 
agreements were received by the Embassy and presented to SAG: 


= 





[sumer | 
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A. Economic Assistance Agreement: . 


This agreement (Dept. Instr. A-85) was received May 6. The 
Ambassador requested Mohamed Massoud, Embassy Arab Consultant, to 
discuss the draft agreement informally with Shaikh Yusuf prior to 
formal presentation. Due to the absence of Shaik!: Yusuf from Saudi 
Arabia from May 11 to June 2, the agreement could not he presented 
to him until June 5. 


Be Civil Air Terminal Project Agreement: 


& 

On May 22, Embtel 720 was sent requesting the Department to 
inform the Embassy when the project agreements referred to in Deptel 
847,, April 8, may be expected. The draft agreement (Dept. Instr. 
A-97) was received June 3; however, only the Standard Provision 
Annex of the agreement was complete. In the referenced instructions, 
the Departinent said they would furnish the details required to 
fill out the rest of the agreement as soon as available. 


On June 12, the Embassy sent a reminder priority cable (Embtel 797) 
to the Department requesting the essential details referred to in Dept. 
Instr. A~97, May 29. The required information was received June 16 
(Deptel Priority 1193). The Department, howéver, instructed the Embassy 
to clear certain portions of the text with the Cmdr. Second Air Div. 
in Dhahran and, because certain changes were recommended, Embtel 
Priority 816 was sent requesting the Department's concurrence in 
these recommendations on June 18. 


Final USG, approval and clearance was received (Deptel Priority 
1277) June 21: on this date the Embassy was able to present the 
complete agreement to- SAG, Nine days only remained if negotiation 
was to be completed by June 30. 


C. Dammam Port Project Agreement: 


The information required to prepare this agreement was received 
June ly, (Deptel Priority 118)). 


Comment: 


Shaikh Yusuf said at both the June 5 and the June 6 meetings that 
he also wanted the two project agreements that supported and complimented 


the Economic Assistance Agreement because he wanted "to study this whole. 
matter at one time." 


A review of this point reveals that due to the delay in receiving 
the draft agreements from the Department, the Embassy was not in a 
position to present the three complete agreements to SAG until June 21 - 
or even in substance until June 16. 
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| 2 Delay in Receipt of Niact Cables by the Department: 


Embtel Niact 862 was sent from Jidda at approximately 0600 hours 
local time June 30; using an approximate time difference between Jidda 
and Washington of 7 hours, that would have been about 2300 hours EST 
June 29, or more than 2) hours before midnight EST June 30. The Embassy 
initiated a tracer on this cable July 3; however, to date it has not 
been completed. It is suggested that it might be advisable for the 
Department to initiate an additional tracere 


Enibtel Niact 1 was sent from Jidda at 0200 hours local time July 1, 
about 1900 EST June 30. 


(See Deptel 1, July 1, and Embtel 7, July 1.) 
3. Dammam Port Plan: 


Since April, when the USG first expressly offered to assist 5AG 
‘in the expansion of the Dammam port, the method of implementation had 
been a contentious subject: SAG had insisted upon the acceptance of 
its plan and the USG had tried to prevail upon SAG to accept the best 
plan "to be mutually agreed upone" 


The failures to reach agreement after numerous discussions between 
SAG and USG officials resulted in three discussions between His Majesty 
and the Ambassador: June 5, 27, and 3. 


(For detailed information see Embdesps. 2)9,- 252, 277, and 1; 
Embtels 77, 832, 852, 85, 857, 862, and 6; and Deptels 18h, 
126, and 1272.) 


le Controversial Clauses in the Agreements: 
A. Economic Assistance Agreement 
ae Paragraph 3 


The stipulation that "All personnel, except citizens and 
permanent residents of Saudi Arabia,.eeeshall be under the general 
direction of the American Embassy" became the Achillean heel of 
the negotiations. SAG refused to accept the provision that anyone 
in Saudi Arabia, with the exception of diplomatié personnel, 
would ever be under the "general direction" of any foreign powers 


It is of interest to note that Deptels 1169 and 1257 
indicated that this provision applied only to American personne}; 
however the agreement (Dept. Instr. A~85)referred to "All 


personnel...except citizens and permanent residents of Saudi 
Arabiagye's'ei." 


(See Enbtels 757, 832, 1, 6, and 7) 
| SECRET . | 
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be Paragraph 3, Penultimate Sentence (See Comments at end of 
Despatch). 


ce Paragraph n 


SAG consistently asserted that only property not desired 
by SAG could be exported. By way of compromise, in order to 
attempt to break the stalemate, Mr. Johnson suggested that 
parts of the wording of SAG's counterproposal and the Dhahran 
Airfield Agreement be combined and submitted to Washington 
for consideration. 


(See Embtel 862) 
de Paragraph 5 


Throughout the negotiations Shaikh Yusuf insisted that 
project funds would be converted only “at the official rate 
to be determined by SAG." He said there was only one "official 
rate" for the dollar, and there would be only one official rate 
for the dollar, and that was 3.75 riyais; "any indication of 
another rate will encourage speculation." 


(See Embtels 862 and 6): 
Be Standard Provisions Annex 


a. Paragraph B 


Shaikh Yusuf insisted continually that this last sentence 
should be deleted. He maintained that under it the USG could 
request SAG for reimbursement of the $20 million for the port 
and the $5 million for the air terminal. Mr. Johnson tried to 
explain to Shaikh Yusuf that he was misinterpreting the sentence 
because he was reading it out of context; if read in context 
it was clearly apparent that it applied only to “property re- 

maining after the completion of the project or not used in 
connection with the project. 


(See Embtels 832 and 862) 
Shaikh Yusuf's Absences: 


Shaikh Yusuf was absent from Saudi, Arabia from May 11 to June 2 when 
he accompanied thé King to Iraq (May 11-18), and when he left Iraq and 
visited Syria and Lebanon. Six days after his return, he left Saudi 
Arabia again June 8 to accompany the King to Jordan; he returned June le 
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6. Gulf of Aqaba: 


The possibility of the strained relations which existed between 
the two governments - because of their divergent views on the status 
of the Gulf of Aqaba - being a factor in the failure to conclude the 
agreements is best exemplified by the pointed statement made by Shaikh 
Yusuf to Mr. Johnson on June 29: 








Furthermore, we (SAG and USG) are inavery difficult position 
today so long as the USG pursues the type of policy reflected in 

its announcement regarding the Gulf of Aqabae This makes it im- 

possible-to announce (publicly) the conclusion of any economic 

agreements with the USG. I refer to His Majesty's closing statement 
to your Ambassador during his last audiencegwarning that SAG and 

USG relations are in danger. 

In this respect, however, it is interesting to note that when Hr. 
Stoltzfus, Embassy 2nd Secretary, met with Shaikh Yusuf on July 13 re- 
garding another matter and asked him if he thought the Aqaba question 
had anything to do with the failure to conclude the agreements, Shaikh 
Yusuf, reminded him that SAG was willing to sign, provided the disputed 
“ceneral direction" clause was deleted. Shaikh Yusuf blamed the failure 
upon the "Jews in the Department" because theyprobably delayed action 
on the cable until after mid-night June 30 when the fiscal year had 
expirede 


7. Eisenhower Doctrine: 


SAG insisted that no mention of the Eisenhower Doctrine should be 
made, relating it either to acceptance by SAG or to the agreements. His 
Majesty in this respect told the Ambassador June 5, "It doesn't matter 


where the money comes from but it must not be said that it comes from 
the Eisenhower Doctrine." 


(See Embtel 77), and Embdesp 28) 


Comment: 


The essence of these negotiations can perhaps best be described and 
illustrated by Shaikh Yusuf's persistant insistence that SAG would never agree 
to reimburse personnel for any duties, taxes, etce, paid by them, even though 
they would be exempted from such taxes, = and his volte-face at the last meeting. 
(Penultimate sentence, paragraph 3, Economic Assistance Agreement). Following 
is a synthesis of Shaikh Yusuf's positions regarding this point: 


On June 29, Mr. Johnson discussed tbe Wepar'teantits comments (Deptel 
1257) on SAG's counterproposals with’ Shaikh Yusuf and explained the 
reasons why Washington preferred to have the disputed sentence remain 
in the agreement. He emphasized that there was a possibility of duties 


or taxes being charged erroneously and/mentioned that certain countries—- 
So 
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.would rather collect the duties, taxes, etce and then refund then, and 


this sentence provided for any such contingencies. The exposition, 
however, failed to convince or to impress Yhaikh Yusuf and he was 
adamant in his demands that the sentence be deleted. He said that 
SAG would never agree to refund any taxes, even if it- meant that all 
agreements would be cancelled; at an earlier meeting he said it en- 
croached upon SAG's prerogatives and he would never agree to such a 
provision being included. 


At the final meeting June 30, Shaikh Yusuf diametrically shifted 
his position on this point and said "The Finance Minister has over- 
ruled me and has agreed with Mr. Johnson." He explained that the 
Finance Minister had informed him that the sentence wherein it states 
that SAG would reimburse personnel for any taxes, etc. paid should 
remains Shaikh Yusuf said SAG had now decided to exercise the duty 
and tax exempt features of the agreements through this clause. + Under 
these arrangements he said the personnel should pay all of the imposts: 
and then submit the receipts to SAG for reimbursement. 


This is a completely new procedure for SAG and has never, to the 
best of the Embassy's knowledge, been exercised before, nor does there 
appear to be any valid reason for instigating this method nowe 


It is believed, therefore, that there is an underlying reason 
why SAG wished to exercise the duty and tax free provisions of the 
agreement in this manner. The reasons can best be explicated by 
citing the difficulties experienced on two different occasions by the 
Embassy with respect to collecting tax refunds. 


The first case concerned Mrs. Robert Yallantyne, wife of the 
former economic officer, who requested a refund from SAG for a 
quarantine tax which had been paid in early 1955. The refund was 
received August 25, 1956, nearly one year after Mrs. Ballantyne had 
left Saudi Arabia. A similar case occurred with respect to Miss 
Eunice Blauvelt, who had submitted a similar claim ad who left 
Jidda in the fall of 1955 - this claim is still outstanding. 


It is assumed, therefore, that SAG believes - if the avaricious 
reasoning of Shaikh Yusuf as manifested throughout much of these 
negotiations can be used as a criterion - that, due to delaying and 
other tactics, a large number of the project personnel will have left 
Saudi Arabia without having received refunds and that these funds 
will remain in the SAG treasury. 

It is revealing and interpretive to note that this was the only 
comment made by the Department to SAG's counterproposals which was 
acceptable to Shaikh Yusuf. 


M.T. Johnson/eh — 
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SUMMARY OF CONVERSATION 
Meeting with Shaikh Yusuf Yasin, ,Royal Palace, Jidda, June 5, 1957, 9:50 p.m. 


Participants: Shaikh Yusuf Yasin, Royal Counselor and Acting 
Minister of Foreign Affairs 
Abdel Monem Mostafa, Legal Advisor to SAG 
Mamduh Adib, Secretary to Sahikh Yusuf Yasin 
Mohamed Massoud, Embassy Arab Consultant 
Melvin T. Johnson, Special Assistant to 
Ambassador Wadsworth 


After meeting with His Majesty, King Saud, and the Ambassador (@mbdesp'1,. 7/1/57) 
Shaikh Yusuf met with Mr. Johnson to discuss the Economic Aid Agreement (Dept's A-85) 
and the Hejaz Railway Aide Memoire (Dept's. A-96). 


ECONOMIC "| AGREEMENT 
DAMMAM PORT 


Mr. Johnson explained the economic Aid Agreement and also pointed out that 
this Agreement is somewhat similar to Economic Aid Agreements ch have been 


entered into with Iran, Iibya, Jordan, Lebanon and most of the other countries in 
the Middle East. 


Shaikh Yusuf asked if the Etonomic Aid Agreement with Jordan was entered into 
after the recent troubles. 


Mr. Johnson replied that he believed it was entered into prior to the recent 
troubles, but that it is a continuing Agreement and is atill in effect. 


Shaikh Yusuf then wanted to know if it was not true that an Economic Aid 
Agreement had also been entered into with Egypt. 


Mr. Johnson explained that according to his knowledge, an Economic Agreement 
had been entered into with Egypt some time ago, and that, as far as he knew, it 
was still in force. 


Shaikh Yusuf then commented that if SAG and the USG could not come to agree- 
ment on the projects to be performed under the Economic Aid Agreement there was 
no sense in entering into an Agreement. "Your Ambassador and His Majesty have 


just discussed at length the technical differences regarding the Dammam Port 
which your assador will explain to you." 


Shaikh Yusuf then asked to see the Arabic copy of the Agreement and ‘to let 
Abdel Monem Mostafa look over the English copy. 


After reading the Agreement, Shaikh Yusuf commented that there was an 
article in the Agreement which indicated that the United States Government wanted 
to abolish all debts from taxes and fees, etc., which the SAG has claimed from 

| Fluor Corporation and, it seems, they have not yet paid to the SAG 
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Mr. Johnson explained that the Agreement had absolutely nothing to do with 
anything in Saudi Arabia except the two Project Agreements specified in the Agree 
ment, ,ie¢e, Expansion of Dammam Port, and construction of the Dhahran Civil Air 
Terminal. 





Shaikh Yusuf then asked if it was possible to have copies of the Project 
Agreements also, in order to be able to study this whole matter at one time. 


Note: The draft Project Agreement (Dept's A-97) was not discussed as the 
reply to the interpretation of certain clauses which had been requested from 
the Departmerit (Embtel 757) had not been receivede 


Mr. Johnson replied“that as soon as the Embassy has the 5 Heodeat Agreements, 
copies will be presented to Shaikh Yusuf. It would be helpful, however, if in 
the meantime this present Agreement could be studied, and then if there are any 
questions which might arise, these could be discussed; should any major differences 
result, it might be necessary to consult sei tia 


' Shaikh Taga?! agreed. 


Mr. Johnson then said that he would like to stress one important point shih 
was that, under U.S. law, unless this Agreement and the subordinate Project Agree- 
ments were executed prior to June 50, 25 days from now, the funds budgeted for 
these two projects would expire as June 30th is the end of the U.S. Fiscal year. 


Mr. Johnson also explained that even though there might be some differences 
of opinion, these differences should not necessarily preclude the execution of 
these Agreements as they can be changed, through amendment at any time; and also, 
in the Economic Aid Agreement, there is a clause which states that either Govern- 
ment can cancel the Agreement upon 50 days notice. 


Shaikh Yusuf replied that this sounded logical, but "we would like to study | 
this bos ora further and we would also like to see the supporting Project 
Agreements." 


Mr. Johnson replied that as soon as the Pea jee Agreements were available 
they would be presented to Shaikh Yusuf. 


Shaikh Yusuf then discussed the differences between the two governments © 
concerning the technicalities of the Dammam port and said that "possibly we 
_cannot reach agreement on this project." 


Mr. Johnson called to Shaikh Yusuf's attention, paragraph 6 of the April 2nd 
note, "The U.S. Government, in considering the economic needs of Saudi Arabia, is 
prepared to assist in mu projects. In this connection, the expansion 
of the Demmam Port will consideration." 








ve p 
Shaikh Tosut, commented that "We might have to consider some other project upon 
which we could z , This, of course, will have to be discussed with 
your ae pove- > to his conversation with His Maje: 
vening. I sugge uu your Ambassador : 
To me, I do not. why you —_—* contribute $20 milli 
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; Shaikh Yusuf then added that he would be willing to work with Nr. Johnson | 

to enable the two governments to conclude agreements prior to June 50 and wanted 
to know if some arrangement could be worked out whereby these obligating docu- 
ments could be concluded, in spite of the present differences of opinion con- 
cerning the Dammam Port. 


Mr. Johnson informed Shaikh Yusuf that he would do everything possible to 


expedite the execution of the required agreenents, and also that Shaikh Yusuf's 
efforts would also be necessary. 


Shaikh Yusuf agreed. 


Note: ae Sood sh text, along with the Arabic ca aaa was 
received by Shaikh Yusuf for further study. 
HEJAZ RALIMAY 


Mr. Johnson explaine as-Shaikh Yusuf was aware, 
United States Government ‘tn hey of 18 1956 ha nad ab “ny to provide funds to defray the 
come of a. wares of the He He had now been authorized by the United 

s Government, and by Anibassador to present to Shaikh Yusuf an Aide 
nents concerning this comnitment. 


Shaikh Yusuf took the Aide Memoire and, after reading, commented, "Is this 
a partial payment?" 


Mr. Johnson said ‘tha according to his understanding the entire cost for 
the survey was less than $500,000. 





ied. that His esty was ea eireedy peta d one million Syrian 
Pande: ty did to ae ah See Perth’ arulTatic tion 
of its contrast, m i 


Mr. Johnson. replied that he did not. know of any comm tmant by, the USG to 
compensate the SAG for the iniemity it paid-to the Polish however, 
he would ask the Ambassador. 


Shaikh Yusuf remarked “I cannot publish this small sum of $500,000 as a gift 


of the USG to Sandi Arabia as it does not coincide with the reputation of the USG 
in this country." 


Mr. Johnson asked Shaikh Yusuf if it was his understanding that the costs of 
this survey exceeded 0002 


Shaikh Yusuf remarked that he was not sure and would have to present the 
entire case to the King before he could answer Mr. Johnson. 
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Mr. Johnson suggested that as some doubt existed regarding the cost of the ] 
survey, it might be better not to present this Aide Memoire until the costs were 
determined and mutually agreed upon. It was, however, his understanding that the 
survey costs were less than ° 

ie 


Shaikh Yusuf replied that the Aide Memoire had already been presented. 


Mr. Johnson said "not officially as it has not yet been initialled. It might 
be better to withhold presentation now rather than present it and then have to 
gmend it later; it would be better to present one Aide Memoire which is mutually 
agreed upon." 


Shaikh Yusuf agreed and returned the Aide Memoire. 


Shaikh Yusuf then asked if the United States would consider financing the 
construction of the Hejaz Railway and remarked, “then I could have really something 
important to publish." 


Mr. Johnson replied that to his understanding the qiestion of financing the 
construction of the railway by the United States Government had not been mentioned 
previously and he would have to discuss it with the Ambassador and with his 
governmente 


Shaikh Yusuf replied that "The construction will probably cost around 12 to 
15 million dollars which is much less than the Dammam Port." If mtual agreement 
could not be reached on the Denmam Port, he intimated that it would be possible to 
use that $20 million for railways, roads, etc. 


Mr. Johnson replied, that he would point this out to the Ambassador. 


possible the actual costs for the survey portion of the work unde 

in order to present a new Aide Memoire and receive a reply prior to June 80 as 

the funds involved were also subject to expiration after June 30th unless mutually 
agreed upon obligation documents were executed. 


Mr. Johnson then asked if Shaikh Yusuf would let him know as quickly as 
rtaken by 


Shaikh Yusuf replied that he would attend to this immediately. 
Comments: 


_ The party then left the Palace and drove in one car to the Kandara Palace 
Hotel. Nardng the ride Shaikh Yusuf again referred to the technical differences 
regarding the Dammam Port, and reiterated his belief that the Saudi plan, parti- 
cularly regarding concrete piling, was far more practical than the American plan 
which recommended the use of steel piles. He stressed to Mr. Johnson the necessity 
of his prevailing upon his Ambassador to agree to the Saudi plan. 


Mr. Johnson replied that he,personally had made special trips to ARAMCO where 
he talked with their engineers arf also inspected the steel piling of the Ras 
Tanura oil jetties; to BAPCO, in Behrein, where he also saw the steel pilings of 
| the piers in Sirtas; and had also discussed the question-of steel vs. concrete 

piling with engineers of International Bechtel Corporation who constructed the 
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Jidda, Dammam, Kuwait and other piers in the area. Without exception, they all 
stated that steel had proved stisfactory and, at the present time, if they were 
going to expand their piers or build new ones, they would use steel. 





In taking leave Shaikh Yusuf remarked that this situation reminded him of 
courting a girl. “There are certain people who would be very ple aged," he said, 
"if the Saudi Arabian Government and the United States cprenines a eo come 
to agreement on this project, or others." It reminded him, for 
Mr. Johnson were courting a girl and Mamduh were his rival and Mr. Teno 1 lost 
the girl because Mamduh offered her more. Certain rivals of the United States 
would be extremely pleased if they won the girl away from the United States." 


Be 


M. T. Johnson /nec 2 
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SUMMARY OF CONVERSATION . i 
Participants: Shaikh Yusuf Yasin, Royal Counselor and Acting Minister 


of Foreign Affairs 
Mamduh Adib, Secretary to Shaikh Yusuf 
Mohamed Muhtasib, Chief of Protocol 
Ambassador Wadsworth 
Melvin T. Jehnson, Special Assistant to Ambassador Wadsworth 
Mohamed Massoud, Embassy Arab Consultant 


Meeting.with Yusuf Yasin, Royal Counselor and Acting Minister 
of Foreign Affairs at the Foreign Ministry, Jidda, on June 6, 
1957, 15:10 


After amenities, Shaikh Yusuf Yasin said that he had read the Economic Aid 
Agreement Note presented by Mr. Johnson the previous evening and had certain 
questions regarding it which he had given to be typed but had not received back. 


Ambassador Wadsworth informed Shaikh Yusuf that he had prepared a complete 
memorandum of: his conversation last night with the King and Mr. Johnson had 
prepared a memorandum of his conversation last night with Shaikh Yusuf. He 
added, "this subject is of extreme priority because of the very little time which 
remains to conclude an agreement, if we can reach agreement. " 


The Ambassador coritinued and said that he would like to read to Shaikh Yusuf 
his report of the last words which he had had with His Majesty during yesterday's 
audiencee (Mohamed Massoud read the last paragraph of Emdesp Noe 1) The 
Ambassador went on to explain that he believed that he put His Majesty's reply to 
his (the Ambassador's) proposal in the most presentable way possible, and stated 
further that "there is much strength in His Majesty's reply." The Ambassador said 
that he would be glad to read what he wrote regarding his audience with the King, 
as he wanted to telegraph it to the Department today and he would be very interested 
to know if Shaikh Yusuf agreed with his report. 


The report was read ami Shaikh Yusuf agreed with it. 


Shaikh Yusuf expressed his thanks to Ambassador Wadsworth "as an old friend, 
a present friend, ,and a future friend," for this meeting, as it was in the interests 
of both governments. He went on to state that "under the instructions of our two 
Governments we are both to cooperate to reach an agreement satisfactory to both © 
sidese Doubtless the United States Government has the will and the sincere desire 
to cooperate with Middle Eastern countries, and particularly with His Majesty's 
government. The machinery and laws of our Governments require us to follow certain 
systems in order to comply with regulationse Such red tape has been one of the | 


ma ‘ elements which © | 
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elements which has retarded the development of relations between our two 
countries and His Najesty's visit to the United States was one of the 
first things which helped to overcome such red tapee On the other hand 
we cannot ignore certain understandings and now we have to-‘try to compro~ 
mise and to reach complete mutual agreement on this present subjecte When 
the United States obligates $20 million to SAG, it must take into account 
both sides: Saudi Arabia and the United States. For example, if U.S. 
funds were used to construct or build a road from Riyadh to El Kharj what 
is the interest of tie U.S. in‘such a road? NoneJ In the expansion of 
Dammam port, however, there are common interests to Saudi Arabia, the United 
States Government, and to ARAMCO." 


Ainbassador Wadsworth added "and also the airport." 


Shaikh Yusuf continued stating "you gave the Dammam Port first priority. 
It is to Saudi Arabia's advantage, howevey to expand not only the Dammam Port, 
but also the Jidda Port; we require the port of Dammam, but we must consider 
other ports too." , 


Shaikh Yusuf continued and explained SAG thinking regarding the Eisenhower 
Doctrinee He said "It is neither to the advantage of Saudi Arabia nor to that 
of the United States, at. this time, to say either that Saudi Arabia refuses or 
that it accepts the Eisenhower Doctrine because His Majesty's efforts to line 
up as many other Arab states as possible have not yet been completed. 


"if His Hajesty were to announce now that he accepts the Doctrine, this 
would be interpreted to mean His Majesty is a partisan of the Doctrine; and 
that, of course, would automatically, leave little opportunity for His Majesty 
to convince the otherse ~ 


"Therefore, His Majesty is anxious that all of the aid to be received at 
. this time from the United States be on the basis of the Agreement concluded 
in the United States and set forth in the exchange of notes of April 2, 1957. 


-"A1) aid is in return for the Dhahran Airfield," 


Ambassador Wadsworth replied, "To which I say 'caveat!; I say the sentence 
should end after "notes of April 2, 1957.! If we try to explain what the notes 
say, it will be difficult because they mean much more than is written." 


Shaikh Yusuf said "This is the way we want to cooperate, on the basis of 
the notes of April 2nd and, for the time being, to put aside the Eisenhower 
Doctrine until SAG has had ‘time to arrange everything." 


The Ambassador asked Shaikh Yusuf "wasn't the basis of the Economic ‘Aid 
Agreement, the April 2 notes? I never mention the Eisenhower Doctrine, Shaikh 
Yusuf, why do you?" 


Shaikh Yusuf replied "Once anyone is bitten by a snake whenever it sees a 
string, it thinks that it is a snake." 


Ambassador Wadsworth 
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Ambassador Wadsworth replied "not me". ; 


Shaikh Yusuf explained that although it has taken a. long time to clear 
questions, it is much better to be clear on both sides; however, I agree that 
the note does not mention the Eisenhower Doctrine. 








Shaikh Yusuf then remarked that it would be helpful if we had the Project 
Agreements to study along with the Economic Aid Agreement. 


Ambassador Wadsworth answered that he had explained to Mr. Johnson, that 
"Shaikh Yusuf is a very intelligent man and I was certain that he ws want 
to see the Project Agreements along with the. Economic Aid Agreement." 


(Note: The draft Project Agreement received in Department's A-97, will 
be presented when the Department: has replied to Embtel 757, and 
has furnished the essential details required to complete the Agreement. ) 


Mr. Johnson said he was sorry that he did not have the Project Agreements 
at present. However, he had brought with him from Libya two sample project 
agreements, in English and Arabic, which, in a general way, explains this type 
of agreement. Mr. Johnson then gave two Libyan project agreements to Shaikh 
Yusuf to read. 


The Ambassador mentioned that a draft Project Agreement had been received 
but, as there were some questions which had not been settled i the Department, 
it had not been prepared for submission to SAG. 


Shaikh Yusuf continued and explained that the principal point had already 
been agreed upon; ieee, that this Agreement was based on the April 2 note. Now. 
we should take into consideration other items in the text of the Agreemente 
Shaikh Yusuf said that in accordance with his conversation with Mr. Johnson 


last night he believed that this Agreement was basically a standard bie signed 
by all countries. 


Mr. Johnson explained that it was basically the same. However, in countries 
where there was, in addition, a Technical Cooperation Agreement, some of the 
items covered in this Economic Agreement would have been covered in the 
Technical Agreement and need not have been -repeateds 


Shaikh Yusuf then asked if the Point Four Agreement signed with Egypt had 
the same provisions in it regarding customs privileges, etce, for U.S. Govern- 
ment and contract personnel. 


Mr. Johnson explained that it undoubtedly did have as these provisions ' 
are more or less standard for all countries. 


Ambassador Wadsworth 
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‘i Ambassador Wadsworth added that the basic objective of Congress when it | 
approved the }20 million for economic assistance for Saudi Afabia was that it 
wanted the funds to be spent on the project, not on customs duties for 
oersonal effects and other things; Congress wanted all of the funds to apply 
specifically to the projecte "If the project is performed by a contractor, 
he is hired to do the job, and we don't want to have him pay income tax to 
the Saudi Arabian Government on these fundse We want the money to be used, 
not for income tax, residence permits, and other taxes, but for the actual 
project." 


Shaikh Yusuf remarked that he would not like to hear from the Turkish loreign 
Minister, for example, that the United States Government has more favorable 
privileges in Saudi Arabia than the Turks. 

7 - Ambassador Wadsworth replied that this is a standard provision applied 
everywheree 


Mr. Johnson added that there are similar agreements with Turkey, Libya, 
Lebanon and other countries, and the Foreign Ministers of these countries are 
all familiar with these provisionse 


Shaikh Yusuf asked why the ,clause "under the general direction of the 
American Embassy" was included in para 3 of the Agreement. 


Mr. Johnson explained that the Bnbassy had asked Washington for a full 
interpretation of that clause. 


Shaikh Yusuf replied that he thought "the Ambassador had enough work to 
do and did not want any moree" To him it appeared that it was something that 
would only increase nae headache Se 


Ambassador Padaworth explained his interpretation of the clause and stated 
that "it means that my Government has an agreement with the SAG; my Governnent 
will do a job of work here; my government will hire a U.S. contractor to come 
and perform the actual work. The contract between the U.S. Government and the 
contractor will provide for men to come here to do certain things and it will 
also provide for my Government to have a representative here to watch and inspect 
the work as it is being done. That person is employed by the United States 
Government, like Mr. Johnson for example, to handle all of the details during 
the particular enterprise. I have general guano. | on behalf of my goverm 
ment which I achieve through Mr. Johnson. ‘The managéf of the UeS. company cannot 
bell him to go away when I want him to inspect. I am here to assist the project 
along and it is all to be worked out through my assistant, Mr. Johnson. If, for 
example, there is a question of customs to be paid on someone's personal effects, 
I. will see Yusuf Yasin and ask him not to collect five riyals on a hat, or 
thousand riya§s on steel brought in for piling. Also, if you, Shaikh Yusuf, have 
a complaint I will go into it and if it concerns a particular U.S. citizen whom 
you may deem. "undesirable" I will ask that he be sent home. All that is what | 
I believe 'general direction' means, but I belive with Mr. Johnson that we en 
ask Washington what they mean" 


Yusuf Yasin 
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Yusuf Yasin asked again "Is this Agreement similar to that in other ‘ 
countries?" 
. s] 
Mir. Johnson replied that basically, to the best of his dmowledge, it 
WaSe 


Shaikh Yusuf remarked that certain clauses in this Agreement had not 
been included in other more important agreements concluded by Saudi. Arabia. 


Ambassador Wadsworth said "Please, lire Johnson, make a note that 
Shaikh Yusuf doesn't like the clause ‘tinder the general direction of the 
American Embassy! and that we will let him know when we receive a reply from 
Washington." 


Shaikh Yusuf went on and referred to "undesirable people" as mentioned 
in the Dhahran Airfield Agreement of 1950. 


Ambassador Wadsworth then asked Shaikh Yusuf, "Why argue about these 
details? Would it not be better that a note be prepared, which can be 
studied, and that we not discuss each of these points now?" 


Shaikh Yusuf agreed. 


Ambassador Wadsworth then explained that he would like to prepare a tele- 
‘gram to Washington based upon what His Majesty said last night and it would 
simplify the telegram if Shaikh Yusuf and he could agree on two points: 


1) Either authorization to sign an agreement to contribute $20 
million to’the SAG port plan, in the manner suggested by His Majesty; 
or authorization to conclude an agreement to perform another project 
in lieu of the Dammam Porte He Imew of only one other project which 
might be concluded before June 303 Shaikh Yusuf had mentioned it 
last night in talking with Mr. Johnson. That was the construction of 
the Hejaz Railway. The reason that this might be possible was that an 
American company had already performed a survey and had set forth terms 
under which the railway could be built. That company could take the 
plans to ICA and they could, if they wished, say 'build it' under these 
plans. If someone should say we must deal with two other governments 
(Jordan and Syria) we could answer that we would build only that part 
of the Railway inside Saudi Arabia; Saudi Arabia could deal with the 
other countries laters What seemed needed was another project which 
could be agreed upon and the agreements negotiated before June th; 
that is if Washington replies that "we cannot give the #20 million for 
the SAG port plan." 


2) There are tw projects: The Dammam Port and the Airfield. 
If the available funds are not to be lost, it is essential that we 
sign both of these Agreements before June 0th - or an alternative 
e project to the Dammam port, if agreement thereon cannot be reached. 


In the 
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a _ In the exchange of notes it says that the U.S. Government will “4 
' spend up to $5 million for a Civil Airport Terminal building, 
in addition to the $0 million now proposed for the. Dammam porte 
hh 

The Ambassador then asked whether, if he should recommend that the U.S. 
Government contribute }20 million for the SAG port plan, Shaikh Yusuf would 
agree that the USG might use the $5 million as it might think best to build 
the Air terminal? He explained that in raising this point he wished to 
avoid technical discussion such as had taken place regarding Dammam Porte 
He would like to see the U.S. Army Corps af Engineers build this Air terminal 
the same way that they had built all of the other buildings at Dhahran 
Airfield; 3"we would have a good one, and there would be no argument as to 
construction details. We never had had arguments over the laundry, the hos- 
‘pital, the officer's club, etc." 


Shaikh Yusuf said he wanted to make sure that he understood the Ambassador's 
two points: ‘The first is that the Ambassador would wire Washington to ask for 
approval to contribute 320 million to SAG for sania aiaeiaca of the Daminam Port 
in accordance with their (SAG) plans. 


‘he Ambassador interjected "And if 1 can't get them to do that, then to 
consider substituting the Hejaz tailway." 
"Shaikh Yusuf said the second ynoint was that the Air Terminal was to be 
built the same as the rest of the Airfield buildings previously. 


The Ambassador said "Absolutely, the same as the hospital." 


Shaikh Yusuf agreed; then added that he did not want to have a thing to do 
with it, he only wanted the Air Terminal. He then said "Personally, I believe 
that this project should come under the Airfield Agreement and not the Economic 
Assistance Agreement, and that the Terminal should be constructed the same as 
all of the previous construction at Dhahran. " 


The Ambassador said that there was one exception: "Previously all of the 
money spent for the airfield was military money; the funds now to be expended 
come from Mutual Security Act which is part of the $3 billion for mutual 
security all over the world; this helps the mutual security of all of us, not 
just the Air Force." For that reason, he said, the Air Terminal will also 
require a project agreement which Mr. Johnson expect® to have ready for 
execution soone 


Shaikh Yusuf agreed to cooperate in any way possible to execute the 
documents prior to the end of the fiscal year June Oth. Y 


The Ambassador then asked for Shaikh Yusuf's agreement to send the telegram 
today "to start the ball rolling" and further, "that if the U.S. Government does 
not agree to the $20 million for the SAG Dammam Port plan, there will be no ob@ 
jection to suggesting the alternative project for constructing the Hejaz Railway." 


re Shaikh Yusuf ~ 
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Shaikh Yusuf said that before he could give approval on the alternative 
Hejaz Railway project, he would have to consult with His Majesty, "although 
His Majesty said last night that if we cannot agree on the port, we could 
possibly agree to use the funds on railroads, roads, etc." 


The Ambassador repeated his earlier comment regarding the Hejaz Railway. 
As plans for its reconstruction had already been drawn by an American firm, 
it might be possible to conclude a project agreement before June Dthe 
Shaikh 


/Yusuf then asked, "what about the railroad between Riyadh and Jidda.?" 


The Ambassador said he had talked with President Black of International 
Bank for Reconstruction and Development regarding this project. To finance 
it might require as much as $15,000,000. 


The meeting ended with Shaikh Yusuf promising to submit his comments, in 
writing, on the Economic Assistance Agrecment note, he hoped, before his 
departure to Ammam, Jordan with the Hinge 


Note: Shaikh Yusuf's comments were not received until June Rey 
1957.6 
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SUMMARY OF NEGOTIATIONS | 


Place: Royal Palace, Jidda, Saudi Arabia 
Dates: June 19, 20 and 21, 1957 


Participants: Sheikh Yusuf Yasin, Royal Counselor and Acting 
; Minister of Foreign Affairs 
Nasir Shoaibi, Legal Advisor with SAG 
Ahmad Serraj, Assistant Legal Advisor, 
Ministry of Defense 
Mamduh Adib, Secretary to Shaikh Yusuf 
Melvin T. Johnson, Embassy Attache! 
Mohamed Massoud, Embassy Arab Consultant 


Subjects: Economic Assistance Agreement 
Dammam Port Project Agreement 
Dhahran Civil Air Terminal Project Agreement 
Hejaz Railway Survey Aide Memoire 


Contents: I Economic Assistance 
II Dammam Port 
III Dhahran Civil Air Terminal 
IV Standard Provisions Annex 
V Hejaz Railway Survey 
VI General . 


Note: The following is a summary of the conversations with Sheikh 
Yusuf during a period of three days. The summary has not been compiled 
in sequence but rather an effort has been made to categorize it for 
convenience into the several matters under negotiation. 


After amenities, Mr. Johnson explained to Shaikh Yusuf that it was 
necessary to conclude the four subject agreements prior to June 30th, the 
expiration of USG Fiscal Year 1957, otherwise the funds available would 
lapse and revert back to the US Treasury. Mr. Johnson gave Sheikh Yusuf 
copies of the two project agreements "Expansion of the Port of Dammam" and 
"Engineering and Construction of Civil Air Terminal Facilities at Dhahran 
Airfield," according to the Department's wording and instructions contained 
in Deptel 118) June 13 (received June 1); Department's Instre »A-97 May 29 
(received June 3) and; Deptel 1193June 1) (received June 16). He informed 
Sheikh Yusuf that the wording in sub-paragraph 2i:and 3 of paragraph a, 
Annex A of the Air Terminal Project Agreement had not been approved yet by 
Washington. 


Mr. Johnson suggested they begin the negotiations by discussing the 
Economic Assistance Agreement. 
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I. Economic Assistance Agreement 


A. Paragraph 2. 


Sheikh Yusuf said he preferred to omit the words "without restriction" 
because he did not deem it essential and it conveyed the wrong idea. 


Sheikh Yusuf continued and requested that the last clause of this 
paragraph “and will give to the people of the Kingdom of Saudi Arabia full 
publicity concerning programs hereunder" be deleted because propaganda was 
not permitted in an Islamic state. 


Mr. Johnson explained that similar clauses had beenincluded in agreements 
with Jordan, Iraq, Libya, and other countries in the Middle East area that 
are Islamic states. 


Sheikh Yusuf said Saudi Arabia had the two holy cities of Mecca and: 
Medina and could:not allow propaganda. He added that'it should be left to 


him and it would be done but "we don't want it in the agreements." 


' Mr. Johnson explained that he personally had no authority to approve 
any changes requested by Sheikh Yusuf and 5AG; all he could do was to report 
them to the Ambassador and to Washington for consideration. 


Be Paragraph 3. 


Sheikh Yusuf said as he insisted at the last meeting on June 6th, just 
before he left for Amman, (Jordan) with His Majesty, SAG would never accept 
the inclusion of the Wording "shall be under the general direction of the 
American Embassy in the Kingdom of Saudi ia." He explained "There are 
certain international laws and regulations whieh control the relation of 
a citizen with his government, and with the government within the country 
where he is workings We don't want to go back to 'Foreign Capitulation! 
which we have fought against since the days of the Ottoman Empire. Ever 
since the Ottoman Empire Saudi Arabia has been trying to free itself from 
foreign capitulation." . 

4 
Note: Mr. Johnson discussed Sheikh Yusuf's statement later 

with the Ambassador who requested Mr. Johnson to present his compli- 

ments to Sheikh Yusuf and inform him that "Direction does not mean 

jurisdiction. He will try to direct all interests wisely and for 

the common interest of the two countries. He will assume no juris- 

diction of any kind whatsoever, nor is he asked to do so nor will he 

ever be asked to do so by his government." 


Mr. Johnson informed Sheikh Yusuf of the Ambassador's statement and 


also of the Department's clarification (Deptel 1169, June 11) as requested 


by the Embassy (Embtel 757, June ); however, Sheikh Yusuf still insisted 
that they could never accept this clause because it infringed upon SAG 
sovereignty. He said "SAG would never sign an agreement which stated that _ 


== 
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any person, except a diplomat, in Saudi Arabia would ever be under the general 
direction of a foreign power." 

Mr. Johnson explained that all Americans working for USG in Saudi Arabia, 
were under the Ambassador; the Ambassador was the nucleus of the USG personnel 
in a foreign country: for example, Cole Sutterlin was under the Ambassador, the 
same as the Director of a USG Foreign Aid or Economic Mission: he was the top 
man and all Americans were under his "general direction." , 


Sheikh Yusuf said that was an administrative detail and did not have to 
be included. The administrative fact is well known concerning US personnel; 
however, this Agreement states that all personnel, except Saudis, would be under 
the general direction of the Embassy and SAG could never accept that, either 
for Americans or foreigners. 


Sheikh Yusuf requested the last two sentences beginning with "In the event 
thateee"™ be deleted because SAG would not agree to reimburse personnel for any 
duties, taxes, etce paid to SAG. He said the first part of the paragraph stated 
SAG would not charge taxes, duties, etce, to these people and that was sufficient; 
as far as USG funds being used for this purpose, the USG could control that 
and there was no reason to include ite 


Mr. Johnson explained that it was included only as a precautionary measure 
because it might happen that a Saudi customs employee might not be aware of this 
Agreement and the duty exempt provision; hence, there might be a rare instance 
when an individual was compelled to pay this duty and then ask SAG for reimburse- 
mente , 
Sheikh Yusuf said SAG could never agree as it encroached upon SAG's pre- 
rogatives and they would never approve such a clause. 


Sheikh Yusuf continued and said he would like to include a provision 
whereby the USG would be responsible for the deportation of any third country 
national after his contract expired. 


Mr. Johnson said SAG could control these people through their passports 
because SAG would have to issue visas. He did not envisage any difficulty. 
He said at this late date it was essential to come to agreement on the major 
points, otherwise June 30th would arrive and if the Agreements were not signed 
by then the funds would expire. 


Shaikh Yusuf agreed but requested a provision be included to subject 
personnel to SAG taxes if they performed work outside of the project. 


Mr. Johnson explained that contingency was already provided for in this 
paragraph as it stated personnel were exempt from income and social security 
taxes only on that portion which they were required to pay to the USG; third 
country nationals would not be subject to any USG taxes, therefore, they would 
automatically be subject to Saudi taxes. | 
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Sheikh Yusuf said, "Pessibly, but it doesn't harm to have it included | 
again." 

Mr. Johnson asked Sheikh Yusuf if he recalled that he vequested that 
paragraph C of the Standard Provisions Annex be deleted because it had 
already been covered in the Economic Assistance Agreement and now conversely, 
he wanted to include something which had already been covered. 


Sheikh Yusuf said SAG had discussed this and wanted it included. 


Mr.Johnson said he would request the Department t® include something 
like the following, if it met Sheikh Yusuf's approval: 


"It is further understood that whenever such personnel shall 
undertake work outside of the limits of the projects to be per- 
formed in accordance with this Agreement, .they shall be subject to 
the regulations of SAG with respect to taxes and duties." 


Sheikh Yusuf agreed. 
C. Paragraph )e 


Sheikh Yusuf asked if the words “or acquired in" ‘and "purchase"™in 
paragraph ), meant that on such supplies as may be purchased for the projects 
locally, SAG would be required to refund customs duties or other taxes which 
had been paid previously. For example, if a contractor went to the Souk and 
purchased 1000 bags of cement would SAG be asked to refund the customs? 


Mr. Johnson explained it could be interpreted that way. 


Shaikh Yusuf said "If that is true I don't want the whole agreement; 
SAG is not prepared to accept. If we accept, it would mean giving up a 
part of our sovereignty to allow this." 


Mr.Johnson explained the reason still went back to the basic precept, 
as explained by Ambassador Wadsworth in the June 6th meeting, that everything 
possible should be done to permit the major part of the funds to go into the 
project rather than’into the SAG treasury for budgetary support. 


Sheikh Yusuf was very insistent that the words "or acquired in" and 
"purchase" be deleted. He also explained SAG did not have a purchase tax 
and therefore there was no necessity for that provision. He added that a 
provision would have to be made to the effect that this agreement would: not 
cover any purchases made in Saudi Arabia. 


Mr. Johnson explained by deleting “or acquired in" and "purchase" 
anything purchased in Saudi Arabia would be automatically excluded and not 
covered by the Agreement. 


Sheikh Yusuf concurrede 
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Sheikh Yusuf said SAG could never accept the past part of paragraph 
and that the exportation of equipment would be in accordance with the SAG 
export law whichprovided that only those items which SAG did not want could 
be exported. 


Mr. Johnson askedif a specialist, for example, should bring to Saudi 
Arabia a set of his own instruments for surveying, instruments which he 
had inherited from his father, would he be allowed to export these when he 
left? 


Sheikh Yusuf said if SAG wanted those instruments they could not be 
exported: they could only be exported if SAG did not want them. 


Mr. Johnson asked if it would be possible to permit an exception to 
this law for these two projects, since it might be very difficult, if this 
law was enforced, to get engineers and contractors to come to Saudi Arabia. 


Sheikh Yusuf said "If they don't like it, they don't have to come] We 
have Saudi contractors who are competent to do this work." 


Sheikh Yusuf continued and said he wanted all of paragraph ) deleted 
after "currency controls in the Kingdom of Saudi Arabia," and a new section 
drafted which would comply withSaudi law. He said he did not know of any 
reason why "import, export, purchase, etc." had to be included as SAG 
would not exempt purchases, exports must be aecording to SAG law, and the 
other things had already been covered in the first part of the paragraph. 


Mr.Johnson mentioned by deleting that part of the paragraph, "customs 
duties" would not be covered. 


Sheikh Yusuf said "customs duties" could be inserted above, between 
"taxes" and “investments." He said he also wanted a clause to be included 
which stated that those items, etce, were only exempt as long as they were 
used for the project. He requested that after the words ".eecontrols in the 
Kingdom of Saudi Arabia" the following be added: 


"as long as these items are used in the project." 


Sheikh Yusuf continued and said SAG- would never agree to reimburse or 
pay SAG taxes for anyone, "It encroaches upon SAG sovereignty; we will never 
agreee" He insisted that the penultimate sentence be deleted in its entirety. 


Regarding import and export restrictions, Sheikh Yusuf said after much 
discussion that SAG would insist upon the observance of its laws and could 
not accept the last sentence. 


Mr. Johnson explained that if, for example, a construction firm operating 
near Dammam had a pile driver of its own and had been awarded the contract, | 
it could not very well agree to bring its own pile driver into Saudi Arabia | 
if it knew that it might not be able to export it after the job was completed, | 
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| Sheikh Yusuf said "That would be too bad but that is Saudi law." 


Mr. Johnson then asked Sheikh Yusuf what wording he wanted and, after 

much discussion, he requested the following: 
. st) 

"The USG, or any contractor financed by the Government for the 
purposes of any project conducted hereunder, may export any items 
which have been brought into Saudi Arabia for the purposes of any 
project conducted hereunder after notifying SAG, provided that these 
items are first offered for sale to SAG at reasonable prices; if SAG 
does not wish to purchase any of these items they may then be exported 
free of any export duties; if any of these items are sold within Saudi 
Arabia to other than government parties, all applicable taxes and duties 
will be collected." 


Mr. Johnson said this would have to be submitted to the Department for 
consideration. we 


D. Paragraph 5. 


Sheikh Yusuf said, "There is only one rate of exchange for dollars 
in Saudi Arabia and that is the ‘official rate.' SAG cannot have anyone 
else dictate what the rate should be; any mention of another rate would 
encourage speculations" He then requested the wording should be changed 
to: 


"at the official rate which is determined by SAG." 


Mr. Johnson replied the Agreement specifically stated "..ewhich...is 
not unlawful in the Kingdom of Saudi Arabia." He explained that the USG 
did not have any intention of exchanging funds at rates not lawful; however, 
certain countries from time to time have various rates, all lawful. For 
example, in Greece in 19)\8, he said, the official rate was 5,000 drachma 
to the dollar; however, in addition a type of "exchange certificate" was 
issued which was negotiable either at the bank or the Bourse; likewise, 
before the war Germany had various exchange rates, and in Iran, the “official 
rate" during 1952 to 1954, when Mr. Johnson was there, was 32 rials per 
dollar, yet the rate which was not unlawful was considerably higher. 


Sheikh Yusuf said that would never happen‘imSaudi Arabia. There would 
never be but one rate and that "is and will be 3.75 rials for a dollar." 
He said in the Souk one could get more for their dollar but it was not legal 
though no one was being jailed because SAG was not enforcing it; however 
it still was not legal. He said he could assure Mr. Johnson that there 
would never be but one "official rate" for the dollar and that is 3.75 rials. 


Mr. Johnson said he would like to remind Sheikh Yusuf that before the 
war the British pound was, he believed, worth about $.80, in 190 or so 
it was reduced to $.02, and in 1949 to $2.80.. He said it was doubtful if | 
any country could be certain of the worth of its own money, in the future, on | 


pene 














7 
Page: of 
] 


L SECRET Pad, Nob. . 


(Classification) Desp. No._ 725 


Fro 











the world markets unless, of course, like Russia and the ruble, and a few 


other countries, its value is dictatorial and artificially out of proportion 
‘to its actual worth on the world markete 


Sheikh. Yusuf said Saudi Arabia would keep its currency at 3.75 to the 
dollar and "that is the ‘official rate." He said it was for Saudi Arabia. 
to set the rate of its own currency, not the USG or any other Government or 
agencye 


Mr. Johnson asked if Sheikh Yusuf would agree to terminology such as 
“at a rate of exchange according to the International Monetary Fund." 


Note: The precedent for this suggestion was found in the 
Economic Cooperation Agreement with Turkey, as Amended 31 Jan. 1950. 


Sheikh Yusuf said he would only accept a rate to be determined by SAG 
as the official rate and that Saudi Arabia had no intention of changing its 
official rate of the dollar. "If the wording you suggest is used," he said, 
"it will only alarm the people. I don't want to create any financial 
contingencies in the Souk; I don't accept foreign governments going into 
the Black Market: there never will be two ‘official rates! in Saudi Arabia." 


Mr. Johnson asked Sheikh Yusuf if he recalled the Ambassador's remark 
during the meeting on June 6th when he said that whenever Congress allocated 
funds for Foreign Aid, they wmted to use as great a proportion as possible 
of the funds allocated for the project, not for budgetary support, that was 
why that paragraph had been included. 


Sheikh Yusuf said SAG could not accept the original wording; it must 
be "at the official rate determined by the Government of Saudi Arabia." 


E. Penultimate Paragraph. 


Sheikh Yusuf said if SAG accepted the provision that either party would 
be able to terminate the agreement upon 30 days notice, and if anything | 
happened which the USG did not like, then it could cancel the projects at 
any time it desired. 
re that 

Mr. Johnson agreed but remindéd® Sheikh Yusuf/that also held true for SAG, 
He added there were termination clauses in all of the Technical and Economic 
Assistance Agreements, to the best of his knowledge. 


Sheikh Yusuf said if he understood that clause correctly, and the USG 
cancelled the Agreement, it would not fulfill its commitment under the April 
2 notes 


Mr. Johnson replied that if Sheikh Yusuf believed that a common bond of 
friendship, understanding and faith did not exist between the two Governments, 
then the entire negotiations were valueless. He said it was his understanding, 
and he was sure his Government's, that the Agreements were being entered into 
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inja spirit of friendliness and faith and they should keep that fact in mind 
during their discussions. 


He then suggested they look at the reason underlying that clause. What 
would happen, .for example, if a war started and powers unfriendly to the 
United States and its way of life occupied Saudi Arabia? Would it be advisable 
or logical for the United States to continue using its funds to construct 
air terminals, ports, or other economic development projects for unfriendly 
powers? He said he would also like to remind Sheikh Yusuf that SAG exercised 
a similar clause in the Technical Cooperation Agreement which had been signed 
between SAG and USG in 1951. 


: Sheikh Yusuf remarked, "The USG would love to have Point Four back here 
again." 


Mr. Johnson replied that it probably would. He explained that that 
program was a very humanitarian part, and one of the basic precepts, of the 
American way of life and of the AmericanForeign Aid Policy; but he added 
that it should also be mutual, of mutual desire. The USG would not want to 
force anything upon anyone. However, the basic concept of that program was 
to share the skills and know-how of the United States with the less developed 
countries of the world. He believed the United States had much to offer 
some countries and that it was able to assist them to improve the living 
conditions, the health conditions, and the economic conditions of their 
people; to help them raise themselves above the miserable condition under 
which many were now forced to live, through ignorance. He said he had seen 
personally how the Technical Assistance program had helped to develop Iran 
and the Iranians, and,more recently what it was doing to assist the Libyans 
to develop themselves and their new countrye Some of the results,he said, 
were amazing. He added that Sheikh Yusuf, if he believed the USG would 
like to have Point Four back in Arabia, was correct: but only from a humanitarian 
point of view; because the United States believes it could help to raise the 
standard of living in Arabia, and that this was the best way he knew how to 
make a people contented and less susceptible to certain foreign ideologies 
which he believed King Saud and the USG both to be against. - 


‘Sheikh Yusuf said that was all very interesting but they still did not 
want that clause as written. 


Mr. Johnson asked what kind of a termination clause would satisfy 
Sheikh Yusuf. 


Sheikh Yusuf said he “wished'the USG haa given SAGa:termination clause 
in the Dhahran Airfield Agreement like the one they now want SAG to accept 
in this Agreement." However, he said SAG would accept something similar to: 


"This Agreement shall be terminated upon the completion of the 
Projects provided for under paragraph one of this Agreement." 
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Mr. Johnson explained that in every Economic Assistance, Technical 
Assistance, and Project Agreement he had seen there were specific termination 
lauses: specific in time: 30 days, 3 months, or some other time, and he 
loubted very much if Washington could accept the suggested changee All he 


_ Could do he said was to submit Sheikh Yusuf's request to Washington for 


consideratione 
II Dammam Port Project Agreement 
A. General. 


Sheikh Yusuf said he was under specific instructions from His Majesty 
to implement the plan for the expansion of the Dammam port which had been 
approved by the Ministry of Communications. He said "His Majesty insists 
upon this because he believes that in the ensuing discussions, the USG 
representative will disagree with the Saudi plan." 


‘ Sheikh Yusuf continued and said "SAG is entitled to the $20 million for 
the expansion of the Dammam port because, as promised in the April 2nd notes, 
it is in return for the extension of the agreement for the-use of Dhahran 
Airfield. If I don't agree to your plan you will take back the $20 million 
and it will revert to the US Treasury; but one part of the April 2nd agreement 
will have been violated. We do not want to endanger the friendship and the 
cooperation existing between our two governments; therefore, if the USG | 
will contribute $20 million towards the SAG plan for the expansiorr of the 
Dammam port we will be able to carry on in an atmosphere of friendship." 


Mr. Johnson explained the US had always been friendly towards Saudi 
Arabia which friendship had been manifested many times. He recalled that it 
had been manifested by the economic assistance rendered to Saudi Arabia during 


‘the war, the personal meeting between King ibn Saud and President Roosevelt 


in 19)5, the establishment of a Technical Assistance Mission in Saudi Arabia 
in 1951, the recent meeting between’ King Saud and President Eisenhower, and 

the ensuing visit of Ambassador Richards. To the best of his knowledge, 

he explained, the relations existing between the two governments had always 

been most friendly - and cooperative. He said it was further believed that 

this friendship was based upon something much deeper than dollars and cents. 


Mre Johnson continued and informed Sheikh Yusuf he did not believe: that 
the expansion of the Dammam port was a definite commitment under the notes 
of April 2nd. Mr. Johnson then read paragraph 6 of the note, stressing 
"mutually agreed": 


"The USG, in considering the ec@nomic needs of Saudi Arabia, 
is prepared to assist in mutually agreed projects. In this 
connection, the expansion of the Dammam port will receive primary 
consideration..." . 


Mr. Johnson reminded Sheikh Yusuf that the figure of $20 million was 


__ first mentioned in the Aide Memoire presented by Ambassador Richards to the 
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| king on April 10th in Riyadh; this Aide Memoire also outlined for what 
purposes the funds would be expended. In the SA@note of April 2 (Embassy 
Despatch 248) it specifically stated that SAY had agreed to this Aide Memoire. 
Mr. Johnson read the pertinent paragraph of the SAG note: 


",..the SAS is pleased to accept the project for the expansion 
of the port of Dammam, as stated by Mr. Richards in his Aide 
Memoireéeee"™ 


Sheikh Yusuf: said . that the basic intention of the SAU reply was to 
accept Ambassador Richards' offer to expand the port rather than to concur 
in the method of expansion. an :) 


B. Annex A. 


he Description: 


Sheikh Yusuf said he wanted the first sentence of the second paragraph 
changed and, after considerable discussion, he proposed the following atte 
stitute wording: 

"It is further understood that technical studies will be 
undertaken by experts of both governments to assist the two 
parties to reach agreement concerning the best plan for expanding 

' the Dammam port, taking into consideration both the present and 
future needs of Saudi Arabia". 


Sheikh Yusuf requested that the paragraph end there because in the event that 
the USG and SAG failed to agree, the USG could exercise that sentence and use 
it as an excuse to cancel the agreement. 


Mr. Johnson said according to paragraph 6 of the April 2 note, it stated 
specifically that the USG was "prepared to assist in ‘mutually agreed 
projects".. He explained further that even the title of the legislative act 
which provided the funds for the projects was called "mutual": "The Mutual 
Security Act." 


Sheikh Yusuf said in whe of that, SAG did not want the last sentence 
'* 4ncluded in the Agreement. 


Re Objectives: 


Sheikh Yusuf said he could not agree to the proposed wording because it 
would create dissension in the Kingdom: the people of the Hejaz would 


complain because everything was being done for the Eastern Province and the 
Nejd and Riyadh. 


Mr. Johnson said the wording in this paragraph should not create too 
much difficulty because logical changes could be agreed upon between themselves | 
and it was not necessary to request concurrence from Washington. 
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Sheikh Yusuf continued and said he wanted to include in the second 


paragraph that "though the present pier was constructed by ARAMCO, it was 
constructed for SAG." 


the Dammam Porte 


Mr. Johnson asked if Sheikh Yusuf would like to Suggest some substitute 
wording. 


Sheikh Yusuf said he would prefer something like: 


"The objective envisaged in the expansion of the port of 
Dammam is to assist in the improvement of the national economy 
of Saudi Arabia." 


Mr. Johnson remarked that that statement could be used for just about 
every type of a project undertaken in Saudi Arabia and did not apply only to 


Yusuf would agree to something like the following: 


"The basic problem now existing at the port of Dammam is the 
inadequacy of the port to handle the constantly increasing volume 
of cargo moving into Saudi Arabia through Dammam. The basic 
objectives, therefore, are to expand the existing port and its 
facilities in order to enable it to cater to ali of the present 
and anticipated traffic within the foreseeable future." 


Mr. Johnson said it was only suggested wording but he wanted to know if 
Sheikh Yusuf{ would agree to something along that line. 


Notes Considerable discussion followed regarding the type of 
wording acceptable to Sheikh Yusuf; therefore, Mr. Johnson suggested 
that as this section could be concluded without submission to 
Washington, it be postponed until the SAG counterproposals which re- 
quired Washington approval had been concluded. Sheikh Yusuf agreed 
to that procedure. 


III Dhahran Air Terminal Project Agreement 


A. Annex A. 


le Description: 


Sheikh Yusuf asked if Mr. Johnson had seen the plans for a new air 


terminal which had been prepared by Bin Ladin. 


Li 


Note: The Bin Ladin Company is one of the largest construction 
firms in Saudi Arabia and is SAG's official contractore Mohamed 
Bin Ladin, President and owner, is also a Minister of State. ~~ 


If. Johnson replied that he had note 
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He then asked if Sheikh 


He explained what was required was an explanation of the 
objectives sought in developing the Dammam porte 
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| Sheikh Yusuf said he wanted the first paragraph to end after "Dhahran" 
because SAG could not agree to permit an air terminal to be built "only in 
accordance with the recomnendations of the Tudor Engineering Coe" He said 
SAG must have some right to approve the type of a terminal that would be* 
built for SAG in its own country; “if SAG agreed to this phraseology they 
would not have a thing to -say about it." 


Mr. Johnson reminded him that he had agreed with the Ambassador on 
June 6th "That if the Ambassador recommended to Washington that the USG 
contribute the $20 million to the SAG plan for the port, thenSAG would 
agree to permit the USG to construct the air terminal as it constructed the 
other buildings on the airfield - and without going through all of the long 
discussions which were being experienced regarding the type of expansion 
for the Dammam porte" 


Sheikh Yusuf said he had agreed; however, Washington had not agreed. 


Mr. Johnson said it was his understanding that the arrangement was that 
Sheikh Yusuf would agree if the Ambassador recommended it to Washington, 
not if Washington concurrede 


Sheikh Yusuf said he would never have agreed to such a thing and that 
he meant only if Washington had agreed to contribute the $20 million. He 
continued and said he wanted the first paragraph to end after "Dhahran." 


Sheikh Yusuf said he did not believe that the first sentence of the 
second paragraph was essential and would like to have it deleted. He agreed 
to the rest of the pasa aE eee deleting "therefore," purely for reasons: 
of grammar.) 


Mr. Johnson explained that as he had remarked at the time the Air 
Terminal Project Agreement had been submitted, sub-paragraphs two and three 
had not been cleared by the Department. He’ said approval had since been 
received and, except for a very minor change, it was acceptable. He said 
the Department requested the bis in the last sentence in paragraph 2 
be changed to: 


"In addition to the terminal building it may be necessary to 
expand and/or pravide facilities for water, power, and sewerage under 
the terms of this Agreement." 


Sheikh Yusuf agreed to the change, and remarked, "You see how readily 
I agree to your suggested changes; why can't you do the same?" 


Mr. Johnson replied, "Sheikh Yusuf, you know and I know that this re- 
quested change does not change the substantive part of the Agreement at all." 


IV Standard Provisions 


A. Paragraph A. 
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Sheikh Yusuf said he wanted the words "or in such public or private 
agency as may be authorized" eliminatgd because no public or private agency 
would be authorized; "it would all be in the name of SAG," he said. 


Mr. Johnson explained the inclusion of this phrase was only precautionary 
in order to permit goods destined for the Dammam port project, for example, 
to be consigned to the Saudi Government Railway rather than SAG, in case it 
were more practical. 


Sheikh Yusuf reiterated that he wanted it removed. 
B, Paragraph Be 
Sheikh Yusuf requested that wherever the word "property" appeared in this 
paragraph it should be preceeded by the word "movable". He explained during 
the negotiations for the Dhahran Airfield, SAG had insisted that all property 
which is "fixed" would become the property of SAG, and fixed is any property 
which had been fastened down by nails, screws, etce 


After considerable discussion Mr. Johnson requested Sheikh Yusuf to let 


him have, in writing, SAG's interpretation of what is and what is not "movable" 


property. e 


Note: In spite of numerous requests, this was never 
receivede 





Sheikh Yusuf asked Mr. Johnson to explain what was meant by the last 
clause in the first sentence. "Thereafter shall be used so as to further 
the objectives sought‘in carrying out the project." 


Mr. Johnson said he believed this clause was standard phraseology, 
and was based upon the standard requirements for most of the other countries 
where the USG had continuing projects and programs rather than for Saudi 
Arabia where the USG was only considering two projects. Mr. Johnson said it 
possibly meant that, after the completion of the project, the unused or left- 
over property could be used for other projects which might be connected with 
the further development of the port or airfield. 


Sheikh Yusuf said that according to his interpretation of the last 
sentence, it would be possible for the USG to request SAG to reimburse them 
for the entire $5 million for the terminal and the $20 million for the port. 


Mr. Johnson replied Sheikh Yusuf would have been correct if the last 
part of the sentence "not used in accordance with the preceeding sentence" 
had been omitted. "This should not be taken out of context but read as 
a whole," he said, "the preceeding sentence stated the 'property....ebe de- 
voted to the Project until completion of the project, and thereafter shall 
be usedeeee' The last sentence applied only to such property as remained 
after the project had been completed, such as excess cement, piping, steel 

iling, lumber, window glass, etc. The supplies and materials used in 
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constructing the port and terminal became integral parts of the projects and 
‘were used in accordance with the preceeding sentence'; paragraph B applies 
only to property not used." 


Sheikh Yusuf asked what was considered a part of the project; would a 
- faucet or window be considered as a part or would SAG be requested to 
reimburse the USG, 


Mr. Johnson reminded Sheikh Yusuf of lr. Johnson's previous remark and 
reiterated " if. we do not have a certain amount of faith and trust in each 
other these agreements are valueless." -He told Sheikh Yusuf about a hospital 
he had visited while in Poland in 196 with the Civilian War Relief branch 
of the AmericanRed Cross. He explained the hospital had just been vacated 
by the Russians and “every light fixture, bathroom facility, light switch, 
faucet, sink, everything but the bare walls and windows, had been removed by 
the Russians." He then asked Sheikh Yusuf if he was familiar with Payne 
Field inCairo which had been constructed by the Americans during the war and 
later. was turned over to the Egyptians and renamed Farouk Field - he said he 
did not know the present name but it was Cairo's international:airport. "To 
the best of his knowledge," he said, "the entire airfield, terminal, barracks 
and all was turned over to the Egyptians intact and immediately ready to 
operate." , 


Sheikh Yusuf made no comment. He then asked if this paragraph meant 
that the USG would request SAG to pay the USG.for the equipment and supplies, 
"the few bags of cement and pipes, remaining after the projects were 
completed." ; 


Mr. Johnson said the paragraph only requested SAG "to offer to return 
or to reimburse." He added he thought this part quite insignificant and 
said, “we are losing sight of the forest because of the trees. The major 
thing was the USG had offered to provide to SAG, at absolutely no cost to 
SAG, a new civil air terminal at . ran within the limits of $5 million, 
and to expand the present pier at Dammam port from its present berthing 
capacity of two ships to five, within the limits of $20 million." 


Sheikh Yusuf said "In any event SAG does not want the last sentence 
included. Under Sunni law," he said, "no one can give anything with any 
strings attached; it has to be given outright or not at all." 


Mr. Johnson asked what disposition should be made of any supplies, 
equipment, etce, which remained after the projects had been completed. 


Sheikh Yusuf s¥id they could be used "to further the objectives sought 
in carrying out the project." 


C. Paragraph C. 


Sheikh Yusuf said it appeared that the provisions of this paragraph 
__had been covered in the Economic Assistance Agreement and therefore should | 
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not be included again. 


Notes: It is believed that this provision has been provided 
for in paragraph one of the Economic ‘Assistance Agreement. 


D. Paragraph De. 


Note: Sheikh Yusuf finally agreed, after considerable | 
discussion, to apprave this paragraph as submittede. 


E. Paragraph E, 


Sheikh Yusuf said SAG's comments regarding the termination clause of 
these agreements had been stated during the discussion of the Economic 
Assistance Agreement; he said the same comments applied to this agreement 
and requested the third sentence be changed to: 


"This Agreement shall terminate upon completion of the project". 


Mr. Johmson reiterated that he doubted if Washington could accept 
Sheikh Yusuf's request; however, the only thing he could do was to submit 
it to Washington for comment. 


Sheikh Yusuf said as far as SAG was concerned there was no reason for 
the penultimate sentence because under the SAG counterproposal, the project 
could not be terminated until the project was completed and any sub-contractsy, 
etce, would naturally expire upon completion of the project... He continued 
and said the last sentence also should be delcted because SAG had requested 
that the referenced paragraph C be deleted as redundant. 


Note: It is believed the Standard Provision Annex attached to 
the Department's A-97, May 29 is incorrect and the last sentence should 
refer to Paragraph B instead of paragraph C. 


Mr. Johnson explained the reasons for the inclusion of the penultimate 
sentence. 


Sheikh Yusuf inetpted it would not be required: if the termination clause 
was changed, "and SAG wanted the termination clause changed." 


Ve. Hejaz Railway Survey 


Mr. Johnson asked Sheikh Yusuf if he had had an opportunity to find the 
information regarding the cost of the survey of the Hejaz Railway. 


Sheikh Yusuf asked Mr. Johnson to relay to his government that SAG 
thanked the USG very much for their offer to underwrite the cost of the 
survey; however, SAG had studied the file and had found that the sum was not 

| very large and, that as such a long time had elapsed since the USG offer to 
| underwrite the costs, SAG had decided to pay for the survey themselves. 
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Mr. Johnson said he would inform his Ambassador and his government of | 
SAG's statement. 

Mr. Johnson continued and asked Sheikh Yusuf if, for information 
purposes, he could give him an idea of the cost of the survey. 


Sheikh Yusuf said about 1,900,000 Syrian pounds. 


Mre Johnson informed Sheikh Yusuf that there was a certain parallel 
that could be drawn from the Hejaz Railway Survey situation. He said in May 
1956 the USG had informed SAG that they would be pleased to underwrite the 
survey costs; however, the funds had not been obligated by June 30th and | 
therefore reverted back to the US Treasury. The USG had to request new funds 
this fiscal year. He explained that unless the agreements currently under 
discussion were signed by June 30th, a similar situation would arise and the 
right to use the presently available funds would expire. 


Note: At the request of the Ambassador, Mohamed Massoud, 
Embassy Arab Consultant, met later with Sheikh Yusuf and reported 
the following conversatione 


Mohamed asked "Do you know, Sheikh Yusuf, that His Majesty had accepted 
the offer of 500, 000 which the USG had made to him as a modest token for 
his assistance in cancelling the Polish contract (to conduct the survey )?" 


Sheikh Yusuf replied that he did not know of any such offer (being 
accepted) which had probably been made while Sheikh Yusuf had been absent 
from Saudi Arabia. He added that all he kmew about was a telegram which the 

‘ Ambassador and Sheikh Yusuf wrote about May 1956. He asked "why, if such 
an offer had been made and accepted by the King, @id@ yéu not tell the King 


tant the USG was ready to deposit that sum in a bank to be designated by 
SA ot ‘“ 


Sheikh. Yusuf continued and stated that this was not the time for raising 
the offer because the existing atmosphere in the Arab world was not propitious. 
He said if SAG accepted any funds from the USG for such an Islamic project at 
this time when SAG is, in fact, giving financial aid to. other countries, 
Moslems may accuse SAG of bargaining at the expense of the Holy Places. He 
added that anything that might be said along those lines would not be to 
our common interest. He further said that the Ambassador "must be confident 
that I am always serving the common interests of both (of our) countries." 


Sheikh Yusuf concluded by saying "His Majesty has thought about the 
survey and construction of the Hejaz “ailway in general and has decided that 
this was an Islamic project and was basically built by Islamic countries and 
Islamic funds; therefore, the Islamic countries concerned, Syria, Jordan, 
and Saudi AraBia, should pay all of the expenses connected with both the 
suryey and the construction." 


Sheikh Yusuf added, by way of comment, "We have already paid for the 
“survey and forgotten all about itJ" 
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Note: Paradoxically, the following article was reported almost 
simultaneously with Sheikh Yusuf's comments by the Aramco Translation 
Service: "On the Repair of the Hejaz Railway: The Jerusalem daily 
Falastin weporte that the Jordanian Government will propose to the 
Point Four Administration the allocation of $2,250,000 for the repair 
of the Jordanian section of the Hejaz ailway." 


VI General 


Note: I. Johnson had been requesting Sheikh Yusuf continually 
to agree to something in final form so it could be submitted to Washington 
- for consideration and comment. Each day: Sheikh Yusuf would re-open 
a_ point upon which he had agreed previously; therefore, at the beginning 
of the meetj on June 21, Mr. Johnson said they must reach agreement 
that day in techs oak actign prior to June 30. In this connection, 
the following discourse might be of interest. 


Mr. Johnson explained at the close of the June 21 meeting that he would 
now have English and Arabic copies of the changes requested by Sheikh Yusuf. 
prepared. He added he would bring these to Sheikh Yusuf for his approval 
and initial. He then asked Sheikh Yusuf if he would arrmge to inform his 
Ambassador in Washington of the changes ang Mr. Johnson would also cable 
them to Washington for action. : 


Sheikh Yusuf replied "I will not initial anything; I will send an 
information copy only to our Ambassadpr; I will also repeat everything to ~ 
His Majesty, as I already have; I want you to understand that there is no 
agreement on either side; although I believe that I am 99% correct in saying 
that His Majesty will agree; I am not sure of the 1%" 


Mr. Johnson said at this late date it was not advisable to send anything 
to Washington until SAG was 100% sure. 


Sheikh Yusuf said he would have his notes of the changes he requested 
prepared and he would submit them to His Majesty for approval tomorrow 
morninge He requested Mre Johnson to meet with him at the palace at 11:00 . 
am the following morning, after his meeting with His Majesty, to confirm any 
changes that might be necessary. 


Mr, Johnson agreed and again stressed upon Sheikh Yusuf the necessity 
of coming to agreement quickly as only nine days remained prior to midnight 
June 30th. ie 
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SUMMARY OF NEGOTIATIONS 


Places Royal Palace, Jidda, Saudi Arabia 
Dates. June 22, 1957 


Participants: Sheikh Yusuf Yasin, Royal Counselor and Acting Minister 
ef Foreign Affairs 
Nasir Sheaibi, Legal Advisor with SAG 
Ahmad Serraj, Assistant Tegal Advisor, Ministry of Defense 
Melvin T. Johnsen sy Attache 
Mohamed Massoud, ag Ss pag Arab Consultant 


Subjects: Economic Assistance Agregment 


Dammam Port Project Agreement 
Dhahran Civil Air Terminal Project Agreement 





Sheikh Yusuf opened the negotiations = stating “It was a good 
thing Mr. Johnson had insisted upon the 100% approval.of SAG prier to 
submitting SAG's counterproposals to Washington use the Ring had | 
requested that the Dammam Port Project Descriptic langed.™ He said 
His Majesty wanted to change after “facilities at areal to: 


“en the basis of plans to be decided by SAG,™ 


Sheikh Yusuf said His Majesty had informed him this morning to 
change the wording of the to the above and that "Unless the 
USG is willing to accept the a on the basis of a plan to be decided 
by SAG, SAG does not want the project.” 


~ Sheikh Yusuf continued and said he would like to reiterate literally 
what His Majesty said to the Ambassador at their last meeting. “The 
Dammam port is a Saudi port and for SAG. SAG has decided upon a.certain 
plan for the job; either you give us this sum ($20 million) in order to 
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build the port in accordance with the plans which’we have prepared and 

you will have the right to supervise the expenditures, or, if you don't 

agree to this, you may wish to agree to spend this sum for some other project 
other than the Dammam port. But we cannot agree for you to  AmpORe upon us 

a special plan for expansion which is not acceptable to us." 


Mr. Johnson explained the USG was not adamant about the implementation 
of their plan; the USG had only suggested and requested that competent 
engineers and specialists of SAG and USG decide between them what was the 
best plan. He said several plans had been suggested and Mr. Gildea (Mgr. 
Saudi Railway) had pointed out that it also might be advisable to investigate 
the possibility of dredging and bringing the port nearer shore (Embassy 
Despatch 277, May 25, 1957). Mr. Johnson said it would appear logical to 
examine all of the proposed plans from an engineering and from an economical 
viewpoint before approving any definite-plan. He explained that was all the 
USG was interested in and that it was not trying to "force" its plan on 
Saudi Arabia. 


Mre Johnson concluded by saying "The USG does not insist upon the 
implementation of its plan but urges that specialists of both governments 
decide which.is the best plan." 


Sheikh Yusuf informed Mr. Johnson that all of what he had just said 
"had been explained to His Majesty but His Majesty has insisted upon the 
SAG plan." 


Mr. Johnson said this left a very difficult situation as only eight 
days, remained before the end of the USG fiscal year, June 30th. 


‘Sheikh Yusuf said he "regretted any difficulty resulting from His 
Majesty's decision but now it is neither in my handsrpr yours: those are - 
His Majesty's ordersJ" P 


Mre Johnson said the only thing left for him to do was to report His 
Majesty's counterproposals to his Government. 


Mr. Johnson then asked if these were the only changes His Majesty had 
proposed regarding the Dammam port. He said he wanted to report SAG's 
counterproposals to the USG proposals, in their entirety, in order to enable 
Washington to study them as a whole. . 


Sheikh Yusuf replied “As a result of His Majesty's remarks this morning, 
gore of the Dammam Port Project Agreement will have to be changed." 


Mr. Johnson reminded Sheikh Yusuf that His Majesty's statement contradicted 
the SAG reply to Ambassador Richards! Aide Memoire. 


Sheikh Yusuf reiterated his previous statement that the SAG reply was ! 
| only to concur in the idea and funds for expansion, not in the specifications 
| _and designe 
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Mr. Johnson asked how Sheikh Yusuf, in view of the King's statement, 
wanted to change the agreement. 


Sheikh Yusuf replied that it would be very short and simple and should 
be changed to: 


"The USG will provide funds, not to exceed $20 million, to 
finance the engineering and construction of certain improvements 
in port facilities at Dammam on the basis of plans to be decided 
by SAG, 8 Es 

Mr. Johnson asked if SAG had ever had specifications and cost estimates 
made of their plan. 


Sheikh Yusuf replied they had and that they were within $20 million. 


Mr. Johnson then asked if there were new SAG plans which the US engineers 
had not seen and the USG did not know about as they had been under the im- 
pression that the SAG plans would cost well over $100 million to implement. 


Sheikh Yusuf said "SAG are now making arrangements for a plan within 
' $20 million. If you help us, we will carry on our projects: if you don't 
help us, we will still carry onJ" 


Mr. Johnson remarked this meant that the USG was supposed to approve 
a contribution of $20 million to a plan which it had never even seen. He> 
asked Sheikh Yusuf_if this project were in eneTee if SAG or Sheikh Yusuf 
would do such a thing? 


Sheikh Yusuf said those were His Majesty's orders and that he was 
powerless to do anything about it. 


Mr. Johnson replied that all he could do then was report it to his 
Ambassador and to’'Washington. He then asked Sheikh Yusuf if there were to 
be any other changes in the Dammam Port Project Agreement. 


Sheikh Yusuf said the wording requested by the King was the only wording 


that should appear in paragraph "a" Description, Annex A, "Everything else 
should be deleted." 


Mr. Johnson asked if the King had made any changes in the Air Terminal 
project which differed from the ones Sheikh Yusuf had previously requested. 


Sheikh Yusuf repeated his previous comment that he did not see-any 
reason why a project agreement was essential for the construction of the 
air terminal as it had been agreed to in the April 2 notes, even to the 
amount, ajong with the training program, aircraft, etce, and that SAG did 
not have agreements for the other phases of the April 2 notes. 
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, Mr. Johnson said “As Ambassador Wadsworth explained to you on June 6th, 


all of the previous funds for the airfield came from the Air Force, now the 
funds are coming from the Mutual Security Act and an agreement to expend these’ 
funds is required." : 


Note: Sheikh Yusuf excused himself and left for about fifteen 
minutese 


When Sheikh Yusuf returned he repeated his previous statement that he 
"regrets any difficulty which may be left as a result of His Majesty's 
decision regarding the Dammam port but- as I told you, 'It is neither in 
my - hands nor yours,' Usually all acts for aid from the USG are complicated; 
you should not be too strict with His Majesty." 


Sheikh Yusuf then returned to the Air Terminal Project Agreement and 
asked "Shouldn't the decision of how the air terminal is to be built be 
included in the agreement?" 


Mr. Johnson explained that according to his understanding it had previously 
been agreed _ that the terminal would be constructed the same as all of 
the other buildings on the airfield, like the hospital, officer's club, etc., 
and after it had been completed it would be turned over to SAG. 


Sheikh Yusuf asked if it could be mentioned in this agreement that the 
construction should be in accordance with para 6 (a) of the DhahranAirfield 
Agreement. He added "This will be one. of the major buildings in Saudi Arabia 
and the type of construction, design, etc.e, should be decided upon." 


Mr. Johnson referted again to the meeting June 6th with the Ambassador 
and the Ambassador's statement to the effect that all -the USG was trying to 
do was to build an air terminal building and after it was built to turn it 
over to SAG - and they would like to do it without the same kind of prolonged 
discussions and difficulties which have taken place concerning the Dammam porte 


Sheikh Yusuf replied that if the USG would agree to permit Saudi firms 
to submit bids for the construction of the terminal, then SAG would have no 
objections; Saudi firms could bid in accordance with para 18 of the Dhahran 
Airfield Agreement. He said there were two alternatives: 1) Either build 
the terminal in accordance with the Airfield Agreement, without a project 
agreement; or 2) If there has to be a project agreement, it will have to be 
revised to permit Saudi firms to bid and SAG to have some say regarding the 
type of terminal to be constructed. 


Mr. Johnson remarked "If we keep up with these changes we will never 
finish. I cannot submit your cdunterpr6posals to my government if you 
continue to change them day after day; there are only eight days left before 
the fiscal year expires and if all of these agreements have not been concluded 
and signed by then, the funds now available, the $25 million, will also 
expire. We must provide sufficient time for the Department to review your 
counterproposals and to send a reply to us. I am certain that they will not, — 
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they cannot, under the law, agree to all of your requested changese It was | 
my understanding when we left last night that you were in agreement with 
everything and that all you required was His Majesty's approval." 


Sheikh Yusuf replied "I can't help it if His Majesty changes what we 
had agreed upone"™ 


Mr. Johnson answered, "But these airport changes are yours, Sheikh 
Yusuf, not His Majesty's." : 


Sheikh Yusuf's riposte was, "Well, give me the #20 million (for the 
SAG port plan) and you can build the terminal as you wish" 


Sheikh Yusuf continued and said he wanted to add the following in 
the third para, after the "$5,000,000,": 


“implementation will be in accordance with the specifications 
and time limit to be agreed upon between experts of the two 
governments, taking into consideration the needs of Saudi 
Arabia, provided that the project be put to tender." 


Mr. Johnson explained again:to Sheikh Yusuf that all he could do was to 
report these requested changes to his government. He said that he had tried 
to explain to Sheikh Yusuf why he believed his government would not be able 
to concur in many of the changes Sheikh Yusuf had requested. He regretted 
he was unable to prevail upon Sheikh Yusuf to accept many of the clauses in 
the agreements as they wereoriginally. He said he believed that under US 
law and the Mutual Security Act his government would not be able to agree to 
all of SAG's requests. In order to take every advantage of the few days 
remaining until June 30th Mr. Johnson asked if Sheikh Yusuf would telegraph 
SAG's viewpoint regarding their counterproposals to their Ambassador in 
Washington in order that, possibly, the Department andthe SAG Ambassador 
might be able to assist each other to expedite mutual concurrence in some 
of the controversial items in Washington as insufficient time remained for 
exchanging additional cables between Jidda and Washington. 


Sheikh Yusuf replied "If we send 100 drafts to our Ambassador he would 
not know what this is all about." 


Mr. Johnson said, "In any case, it is essential that we get something 
off immediately to the Department and it is inadvisable to send a 50% correct 
SAG counterproposal." 


Sheikh Yusuf changed the subject and said "This is another counterproposal: 
'There will not be any need to refer to the air terminal construction if the 
USG will agree to give SAG $20 million for the expansion of the port according 
to the SAG plan; then-USG can build the new terminal the way it has constructed 
the other buildings on the airport - in accordance with the Airfield Agreement '." 
S | 
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Mr. Johnson reiterated to Sheikh Yusuf that due to the source of funds 
available for the terminal, it was not possible to construct the terminal 
under the Airfield Agreement. 

Sheikh Yusuf said he was just making another proposale 

Sheikh Yusuf continued and said he wmted to add something to para 
of the Economic Assistance Agreement. He requested that after "... currency 
controls in the Kingdom of Saudi Arabia..." the following be added: 


"as long as these items are used in the projecte" 


He said the sentence should end there and the new sentence regarding exports 
which had been discussed previously should then be added to that para. 


. Mr. Johnson explained the new change requested by Sheikh Yusuf had already 
been provided for in that same sentence. He called Sheikh Yusuf's attention 

to the wording “while used in connection with such a project" in the same 
sentence and explained that the addition requested was redundant and repititious. 


Sheikh Yusuf replied, "Though it is repetitious, it is useful." 


Mr. Johnson again reminded Sheikh Yusuf of his previous request to delete 
paragraph C of the Standard Provisions Annex as a similar provision had 
been included in the Economic Assistance Agreement. Mr. Johnson asked if, 
using Sheikh Yusuf's logic that repetition is useful, would Sheikh Yusuf 
object to having paragraph © remain. 


Sheikh Yusuf replied SAG did not want paragraph C of the Standard 
Provisions. reinstated and they wanted the addition he had just requested. 


Mr. Johnson said he would include this in SAG's counterproposals. 


Mr. Johnson then asked if he could see Sheikh Yusuf later that evening, 
after he had had an opportunity to prepare English and Arabic copies of 
Sheikh Yusuf's counterproposals, in order for Sheikh Yusuf to ascertain that 
_ they represented 100% SAG thinking prior to cabling them to Washington. 


Sheikh Yusuf said he would have Arabic copies of the counterproposals 


prepared himself and send them to Mr. Johnson at the Embassy later that 
eveninge 


Note: At about ten o'clock that same evening, June 22, 
Nasir Shoaibi. brought Arabic copies of the SAG 
. counterproposals to Mr. Johnson at the Embassy. 


Mr. Johnson asked Nasir Shoaibi if he would mind going over the counter- 
proposals with him in order to be certain they corresponded to Mr. Johnson's 
English copies. : 


Note: Sheikh Yusuf had made various changes in the Standard 
Project Agreement forms: the wording in Block 5 had been 
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changed from "Project Description and Explanation" to | 
"Financing"; Block 6, "ICA appropriation symbol" and 

Block 7 "ICA Allotment symbol" had been crossed out as 

non-essential, along with the unchecked square and 

wording "General Agreement for Technical Yooperation." 


Mr. Johnson requested Nasir Shoaibi to inform Sheikh Yusuf the Project 
Agreement form was a standard printed government form and it could not be 
changed. Regarding Block 5, the important thing was the wording in Annex A 
Attached, the "Project Description and Explanation" and the title of Block 5 
"Project Description and Explanation" was printed on the form and could not 
be changed; Blocks 6 and 7 were purely for use by the controller and 
accountants and were for the numbers which signified from what source the 
funds were derived. He added that if Sheikh Yusuf wanted to cross out the 
line and square referring to the Technical Cooperation Agreement, the USG 
would not have any objection. 


Nasir Sheaibi informed Mr. Johnson he believed he could prevail upon 
Sheikh Yusuf to agree to Mr. Johnson's requests. 


M.T. Johnson/eh 
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| SUMMARY OF NEGOTIATIONS - 
Place $ Jidda, Saudi Arabia, at Minister of Finance's 
Residence 
Date F June 29, 1957 


Participants: Shaikh Yusuf Yasin, Royal Counselor and Acting 
Minister of Foreign Affairs — 
Nasir Shoaibi, Legal Advisor with SAG 
Melvin T. Johnson, Embassy Attache 
Mohamed Massoud, Embassy Arab Consultant 


Subjects : Economic Assistance Agreement 
Dammam Port Project Agreement 
Dhahran Civil Air Terminal Project Agreement 


Note: Shaikh Yusuf appeared nervous and upset. From time to 
time he Would leave the room to attend negotiations with ARAMCO 
executives being conducted simultaneously in another room. 


After greetings, Shaikh Yusuf said he hoped Mr. Johnson had brought good 
news with him 


Mr. Johnson said he had received a cable from Washington (Deptel 1257, 
June 27) commenting on SAG's counterproposals and that Washington had agreed 
to just about everything it possibly could in considering SAG's counter 
proposalse He said he had prepared English and Arabic “working copies" of 
Washington's comments, within the context of the agreement, based upon SAG's 
counterproposals. He suggested they commence with the Economic Assistance 
Agreemente 


Shaikh Yusuf's first comment concerned the phrase "es .« « under the general 
direction « « e" in paragraph 3-e He exclaimed "Impossibled We come to the 
first onee We do not want to go back to the Ottoman Enpire; every US citizen 
in SAG, except diplomatic personnél who are under another agreement in inter- 
national law, is under the direction of SAG; even the Ambassador cannot arrest 
an American’ and put him in Jail; don't get me excited; if Washington insists 
upon the inclusion of this, we had better not carry on the negotiations because 
SAG will never agree to this pointJ" 


Mre Johnson said he would inform the Ambassador about Shaikh Yusuf's com- 


ments concerning SAG's reaction to this clause immediately upon his return to 
the Embassye . 
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Note: Mr. Johnson questioned the translation of the words, 
"general direction" in order to make absolutely certain that they 
were not being confused with "jurisdiction." Mohamed assured him 
that it was properly translated. 


Shaikh Yusuf's next comment concerned the last sentence in paragraph }); 
he remarked, "You mant the contractor to determine who is responsible for 
control; even you want us (SAG) to go so low as to obey the desires of the 
contractor; not even the USG?" 


Mr. Johnson explained that Shaikh Yusuf had probably misinterpreted the 
meaning; he said it was purely technical and the USG undoubtedly believed that 
' the contractor would bef qualified technically to decide. 


Shaikh Yusuf asked rhetorically if SAG was supposed to accept the "rate of 
exchange to be mutually agreed upon"?. 


He then asked Mr. Johnson if the quote from the Mutual Security Act (section 
3a) was only for his information or to be included in the agreement. 


Mr. Johnson replied that it was as Shaikh Yusuf wished; "However, termina- 
tion rights had to be included in the agreement." 


Mr. Johnson then asked Shaikh Yusuf if he would mind commenting point by 
point, in order of sequence, on the points objected to by am as they appeared 
in the agreement and working PEPER 


Shaikh Yusuf agreed. . 


Mr. Johnson then reverted back to the beginning of the Economic Assistance 
Agreement working paper and began checking the disputed wordinge When he 
reached the clause ". « e« under the general direction « . ." he was interrupted... 


Shaikh Yusuf exclaimed "Definitely not agreeable - even if all agreements 
are to be cancelledj" 


Note: Though Deptel 1257, June 27, states ". . » direction of 
American personnel remain with American Embassy," the Department's 
A-85, April 3, states "@11 personnel, except citizens and permanent 
residents of Sandi Arabia, « « -" 


Shaikh Yusuf continued and said "The point which states that 'SAG will 
refund any taxes! (last two sentences, paragraph 3) is the same. as the first: 
SAG will never accepte" P 


Mr. Johnson explained Washington had given authority to delete these two 


sentences on condition that SAG would provide assurances that the personnel 
would be exempted from taxese ; | 
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Shaikh Yusuf said SAG had agreed to exempt personnel in the preceeding 
part of the same paragraph; therefore, there was no need to include the last 
two sentencese He continued "As far as SAG has agreed they are not subject 
to taxese Delete it, please; SAG could never accept to pay taxes." 


Regarding the last part of paragraph ) which SAG had requested to be 
deleted and had submitted substitute language, Shaikh Yusuf said "I cannot 
agree to accept because this is not a new point and has been included in the 
Dhahran Airfield Agreement." 


Considerable discussidn followed and, as Shaikh Yusuf was adamant in his 
demands, Mre Johnson finally suggested by way of compromise the use of the 
SAG substitute language: 


"The USG or any contractor financed by that government for 
the purposes of any project conducted hereunder," 


to be followed by paragraph 9(d) of the exchange of Notes for the Dhahran 
Airfield dated June 18, 1951 (TIAS 2290): 


"nay withdraw from Saudi Arabia any of those items which have been 
brought in after notifying the SAG; if the United States has no 
special interest in using such items in some other place outside 
Saudi Arabia, these items will be offered for sale to the SAG at a 
fair pricee In case the SAG does not wish to buy these items they 
may) be exported free of any export charges;" 


Shaikh Yusuf said he would also like to have the last clause of the SAG 
counterproposal included: 


"if any of these itens are sold within Saudi Arabia to other than 
government parties, all applicable taxes and duties will be collected." 


Shaikh Yusuf then added by way of comment "SAG would never accept a 
contractor's determination. " 


In connection with the rate of exchange covered in paragraph 5 Shaikh 
Yusuf asked, "You wouldn't want us to start a new system for government 
rates in Saudi Arabia would you? I can't accept." 


Mr. Johnson said he was reporting to Shaikh Yusuf Washington's comments 
regarding SAG's counterproposalse He added further that only one day remained 
prior to the expiration of the USG fiscal year 1957 and the $25 million. "It 
is necessary, Shaikh Yusuf, to compromise on some of these things; Washington 
cannot accept SAG's counterproposal regarding the exchange, you cannot accept 

' Washington's suggestions, what do you suggest we do? Do you have any compro- 
mise or substitute language; we cannot go back to Washington again with your 
original counterproposal. " 


Leprocs’ *4 — 
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Shaikh Yusuf asked Mr. Johnsoh, "If you have an official rate in USA 
and you negotiate for a rate to be mutually agreed upon, won't you be put 
in jail?" 


Mr. Johnson reminded Shaikh Yusuf that the original wording specifically - 
stated "at a rate which is not unlawful in Saudi Arabia" and suggested he 
accept that texte 


Shaikh Yusuf said he could not agree because, as he had previously ex- 
plained, "This agreement will be published and any indication of another 
currency rate will encourage speculation." He then requested Mr. Johnson 
to inform his government that SAG requested the wording requested in the 
original counterproposale ‘ 


Shaikh Yusuf said he could not agree to the mention of the Mutual Security 
Act in the Agreement. He said, "It has already cost SAG $200 million to avoid 
the words 'Mutual Security' in the April 2 notes and we could not agree now to 
‘buy! the expression for #25 million." 


Mr. Johnson explained the USG had replied that it could not agree to SAG's 
counterproposal and suggested, by way of compromise, returning to the original 
wording and change "thirty days" to "three months" as in the original Technical 
Cooperation Agreement between SAG and the USG, and in the agreements with 
Jordan, Egypt, Iraq and others. 


‘ 


Shaikh Yusuf was agreeable to this compromise suggestion. 


Note: Shaikh.Yusuf then read the revised wording proposed 
by the Department (Deptel 1272, June 28), in response to the 
wording suggested by'the King to the Ambassador, in the presence 
of Shaikh Yusuf, for the supplementary notes to be exchanged 
simultaneously with the other agreements. (Embtel 852, June 28.) 


Shaikh Yusuf exclaimed, quite adamantly, "His Majesty will never accept 
thisd" 


Mr. Johnson asked Shaikh Yusuf if he would suggest compromise wordinge 


Shaikh Yusuf replied, "Your Ambassador heard what His Majesty said last 
Thursday (June 27); I an powerless to change a thing. The Saudi plan will 
be the plane What you have said here differs from what His Majesty said 
and His Majesty insists upon what he said." 


Mr. Johnson said he believed the reason why Washington changed the 
wording somewhat was because it had to be certain that it complied with 
the intent of Congress and that it could report to Congress regarding the 
use of the funds: ‘that they were used wisely. 
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Shaikh Yusuf said, "The USG can supervise the expenditure of its funds." 


,Mr. Johnson replied Washington wanted, in addition, to be certain that the 
best plan would be adopted and ‘recommerided that “every plan should be studied 
carefully including the possibility of dredging a channel and bringing the 
port nearer to shores" He said, "It is much the same as buying a cars before 
you decide, you examine carefully the various makes, including mechanics, style 
and costse" 


Shaikh Yusuf said, "We would taks pleasure in listening to any suggestions 
from US technicians but the ultimate plan will be the Saudi plan, to be 
determined by SAG." He continued and said, "I cannot do a thing about recommending 
a ‘compromise; I have no authority. The Ambassador has heard from His Majesty 
and gbchaye:I.., and I am powerless -to change anything." 


Mr. Johnson explained that "4s a last resort the Ambassador asked me to 
inform you that "dn the event you found it impossible to sign these agreements 
as proposed by Washington.in reply to SAG's counterproposals, and if you would 
let me have a clear counterdraft which goes as far as you can properly see your 
way to go, unless a consequential American interest would be sacrificed, the 
Ambassador would consider signing, with a proviso, if accepted by you, that the 
controversial questions would’ be re-opened for discussion next week; or ‘you 
could do the same and the Ambassador would sign the proviso." 


Shaikh Yusuf replied "If the Ambassador would sign the SAG counterproposals 
as given to you, with the proviso that all these are not to be executed until 
further discussion is carried out next week, I will be glad to cooperate." 


Mr. Johnson said the Ambassador did not mean that he would sign the SAG 
counterproposals that had been submitted to Washington because the Department 
had already commented upon those. He said, "The Ambassador meant that, gin 
the true spirit of compromise, he would be willing to study your new ‘Comments 
and proposals, based upon Washington's comments to your counterproposals, ' 
which we are now discussinge* 


Shaikh Yusuf said, "In order to show my cooperation with your Ambassador; 
I would be glad to eee 


Mr. Johnson replied, "The USG has submitted texts to'SAG, SAG has shitie 
counterproposals, the USG has acoepted the majority of SAG's counterproposals, 
now what is required is mtual ement to compromise." Mr. Johnson asked 
Shaikh Yusuf to bear in mind that was here and the USG was thousands of 
miles away, and in considering compromise wording, that should be borne in 
minde 


Shaikh Yusuf said, "I think the suggestion is good; it should be as follows: 
'SAG will sign a SAG counterproposal as basically given to you, and then there 
will either be includad in the agreement itself, or ina separate letter, a 
statenent that this agreement will not be in force until after further camel ms 
and reaching an understanding on the points of difference." 
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Note: At this point Shaikh Yusuf excused himself and was 


absent for about 25 minutes. 


Shaikh Yusuf returned and apologized for the interruption, and then ex- 
claimed "These agreements you have brought are not acceptable." 


Mr. Johnson informed Shaikh Yusuf that all of them had not been discussed 
jand "if we could discuss them point by point, without too much prolonged dis- 
cussion, we can still get a cable off to iia ait in time to receive a reply 
before midnight June Oth." 


Shaikh Yusuf said "First, I can never agree to any personnel, including 
Am rican, to be under the general direction of anyone but SAG; second, I must 
request that the last two sentences of paragraph 3 be deleted." 


Mr. Johnson said regarding the second point he had already explained to 
Shaikh Yusuf that Washington had agreed ‘to delete the two controversial sentences 
if adequate measures of protection were provided and Shaikh Yusuf had assured 
him that there would not be my difficulty in that respect. Shaikh Yusuf had 
said that all project personnel would be exempted from customs duties, taxes, 
etce 


Shaikh Yusuf continued and said, "I don't agree to the last part of para- 
graph lh." 


Mr. Johnson reminded Shaikh Yusuf that had already been discussed and it 
had been noted that Shaikh Yusuf wanted to substitute the wording of paragraph 
9(d) of the Dhahran Airfield Agreement. 


“Shaikh Yusuf contimed, "Nor do I agree on the rate of exchange to be ‘as 
mutually agreed upon'; nothing but the ‘official rate' as made by SAG." 


Mp. Johison Bahd ‘tie would cable that information to Washington but requested 
Shaikh Yusuf again to consider some of these differences "in the light of 
compromises" 


Note: At this-point the Minister of Finance, Mohamed Surur, 
came into the room and, after greetings, Shaikh Yusuf read to him 
the alternative termination clause suggested by the Department and 
also commented on the exchange rate. Considerable discussion con- 
cerning the rate of exchange ensued; however, it was repititious 
and no new suggestions or comments were made. Mohammed Surur agreed 
with the comments made by Shaikh Yusuf. 


Shaikh Yusuf explained again that "Refusal to use the term 'Mutual 


Security' in the April 2 notes is causing SAG to pay $200 million; we are 
not going to do it now for $25 million." 


ee 
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Mr. Jchnson remarked they had already discussed that point and Shaikh 
Yusuf had agreed to use the original wording if "three months" were sub- 
stituted for "thirty days." 


Shaikh Yusuf concurrede 


Shaikh Yusuf then commented on paragraph B of the Standard Provisinns 
Annex and said he could not accept the inclusion of the last sentence because 
"The USG will ask me to reimburse it for the Dammam port and the terminal." 


Mr. Johnson explained that the last sentence should be read in conjunction 
with the first sentence of the paragraph; “It should not be read out of contexte" 


Shaikh Yusuf said "I camnot accept, it is impossible to." 


Mr. Johnson again tried to explain to Shaikh Yusuf that he was misinter- 
preting the wordinge He said, "In no way can or will the USG ever ask for repayment, 
nor does it say so; it only refers to property remaining after the completion 
of the project, 'not used in accordance with the preceeding sentence'; in other 
words not a part of the project." 


Shaikh Yusuf requested they proceed to the next point and return to para- 
graph B afterwards. 


Shaikh Yusuf then remarked "I regret that our current discussions will be 
all in vain because I believe it will be impossible for us to come to points 
of agreement within 2) hours. The only practical solution will be the suggestion 
made by the Ambassador to sign the SAG counterproposal with the proviso he 
mentioned: it is up to youe" 


Shaikh Yusuf continued with a different thought "Furthermore," he said, "we, 
(SAG and the USG) are in a very difficult position today so long as the USG 
pursues“the type of policy reflected in its announcement regarding the Gulf of 
Aqabae It will be impossible to announce (publicly) the conclusion of any 
economic agreements with the USG. I refer to His Majesty's closing statement 
to your Ambassador during his last audience warning that ‘SAG and USG relations 
are in danger" 


Mr. Johnson replied he sincerely hoped the two governments would be able 
to find compromise solutions in both the Gulf of Aqaba question and the agree- 
mentse He said he was specifically charged with the negotiating — and he 
hoped a satisfactory conclusion - of the economic aid agreements pursuant to the 
April 2 notese He said, "I feel that we have made considerable headway this 
evening and there. are not too many basic points of difference. I am hoping to 
be ahle to get a cable off to Washington this evening as a result of our dis- 
cussions, to report the remaining points of 4<isagreement and our cooperative. 
efforts in trying to solve them" 


- . . 8 
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Mr. Johnson said the next item was the last paragraph, paragraph D, of a 
the Standard Provisions Annexe He explained that as Washington had agreed 
to the SAG proposal to eliminate paragraph C, the original paragraph D (about 
which there was agreement) would become paragraph C and Paragraph E would 
become paragraph De He continued and said he presumed Shaikh Yusuf would 
agree to the original text changing the "thirty days" to "three months" as in 
the Economic Assistance Agreement. He also explained that apparently the 
references to paragraph C in the original wording was wrong and it would seem 
to be Paragraph Be 


Shaikh Yusuf said he could not agree to this reference because Paragraph 
B was in question and he could not accept the last sentence of paragraph B 
though he could accept the first. 


Mr. Johnson asked if Shaikh Yusuf would accept the last sentence of para- 
graph B if it were changed to include wording something like the following after 
". » » reimburse the USG for": 


“any property remaining after the completion of the project, 
and ‘not an integral part of the project which « . ." 


Shaikh Yusuf said the last sentence should be deleted and any property 
remaining would be subject to the last part of the first sentence "so as to 
further the objectives sought in carrying out the project." 


Mr. Johnson explained if only that part of the sentence was used it 
would contradict the provision in the Economic Assistance Agreement that 


- provided for the exportation of property; the provision that Shaikh Yusuf 


~ 


had requested be changed to conform to the Dhahran Airfield Agreement 
terminologye . 


Shaikh Yusuf said he still wanted the second sentence of paragraph B 
deleted. 


Mr. Johnson replied all he could do was to report Shaikh Yusuf's remarks 
to Washington and Washington would have to suggest another counterproposal 
because he did not believe that the first sentence could stand-alone. He added 
that in eyery aid agreement he had ever read, provision. had been made for the 
disposition of property remaining; there had to be to avoid confusion latere 


Shaikh Yusuf remarked "All I want, is the air terminal and the port; any- 
thing that is left is either yours or the contractorse" 


Mre Johnson said if that was wo there should be no question regarding the 
last part of Paragraph }, of the Economic Assistance Agreement or Paragraph B 
and the original wording could then stand as submitted. 
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Shaikh Yusuf hedged and said that his previous remark was true, in so 7 
as it complied with the precedents established regarding the exportation of 
supplies and equipment from Saudi Arabia. 


Shaikh Yusuf reverted back to the Damman Port and said “We must insist 
on the wording of last Thursday." 


Mr. Johnson asked if there was any possibility of a compromise statements 
He said His Majesty had suggested wording but had not actually written ite He 
also reminded Shaikh Yusuf that the USG had laws and regulations which it had 
to abide. bye 


Shaikh Yusuf replied "And I have my instructions." 
Mr. Johnson said he would report this to the Ambassador and to Washington. 


Shaikh Yusuf progressed to the Air Terminal project agreement and asked, 
"Why don't you want it put to tender? I insist that it be on tender." 


Mr. Johnson reminded Shaikh Yusuf that the USG had agreed to the majority 


of SAG's counterproposals and asked if they could not compromise on at least 
one point." 


Shaikh Yusuf answered, "I want it to be put to tender and the reason is 
that I want to give our people a chance to construct such a project. Of course, 
if our people get an advantage from this construction, it will also be to the 
advantage of the UeSe, as a kind of propaganda to the U.S." 

Mr. Johnson said, "I believe, Shaikh Yusuf, that both you and His Majesty 
agreed to the Ambassador's suggestion that you would permit the terminal to be 
constructed as all of the other buildings at the airfield were constructed." 


Shaikh Yusuf responded with"Agree to the SAG plan for the Dammam Port and 
you can build the terminal as you wish" 


Mr. Johnson explained that the USG preferred to conclude these agreements 


‘on the basis of merit rather than by bargaining. 


Shaikh Yusuf spread his arms in silent exclamation. 


Note: The meeting ended on that notes. Mr. Johnson informed 
Shaikh Yusuf he would report Shaikh Yusuf's comments to the 
Ambassador and a cable would then be sent to Washington requesting 
further instructions. 
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MEMORANDUM OF CONVERSATION 


DATE: June 30, 1957, Jidda 


PARTICIPANTS: Shaikh Yusuf Yasin, Royal Counselor and 
‘Acting Minister of Foreign Affairs 
Abdul Rahman Bassam, Acting Head of 
Foreign Office 
Mamdouh Adib, Secretary to 
Shaikh Yusuf 
Nasir Shoaibi, Legal Advisor with SAG 


M. IT. Johnson, Embassy Attache 
W. A. Stoltzfus, Jre, Recorder 
Mohamed Massoud, Embassy Arab Consultant 


SUBJECTS: Negotiations on US-Saudi Economic Agreements. 


(Note: Royal Counselors Yasin and Husseini and 

Ambassador Wadsworth had been engaged in final negotiations 
regarding US economic assistance project agreements for 
Dammam Port and Dhahran Air Terminal from 5 peme to 8:30 
Dem. at the end of which a one hour adjournment was 
arranged. Thereafter they had departed, the Royal 
Counselors to see the King for the last time before the 
deadline for signature of the agreements and the Ambassador 
to the Embassy to await final results. Shaikh Yusuf 
returhed before the hour expired with the King's final 
comnentse See Embtels 1 and 6.) 


‘Shaikh Yusuf said he and Jamal Bey Husseini had reviewed with His 
Majesty all of the outstanding points of difference. Regarding the clause 
"under the general direction of the American Embassy" His Majesty was adamant 
that he could not and would not sign this or any agreement that contained 
that phrase, even if this meant that no agreement would be signed. Regarding 
the supplementary note, the King had no objection to the language as it stoode 
On tax and duty exemption the language could stand but the Saudi Government 
stood by its right to collect duties and taxes and refund them later. 


Mr. Johnson interjected to say that in his previous discussions, Shaikh 
Yusuf had made it very clear (a) that these personnel would not be subject 
to any Saudi duties or taxes, and (b) that the Saudi Government would never 
agree to reimburse any of these personnel for taxes paide Mr. Johnson said 
that on the basis of Shaikh Yusuf's assurances re (a), he had informed the 
Department that Shaikh Yusuf wanted the last two sentences in paragraph 
three of the economic assistance agreement deleted. 

Shaikh Yusuf replied that he was sorry but he had been wrong; the Finance | 
——tMinister had over-ruled him on this point. In any event, he said, the net 
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result would be the same: the personnel involved would not be charged any 
Saudi duties or taxes. 

With respect to the dollar rate, Shaikh Yusuf said the language of the 
agreement was acceptable to the King for the purposes of signing the agreements, 
but Saudi Arabia intended that its official rate - "The one and only legal 
rate, established by law" - would be the rate applicable to the agreements. 

In view of this, language such as "the legal rate at the time of conversion" 
.would be more appropriate. 


Finally, regarding the re-export of property used for the projects 
after their completion, Shaikh Yusuf reiterated that the word "property" 
implied, at least in the Arabic, more than materials in excess of those 
needed in the construction of the projects. He reiterated his suggestion 
that the words "materials and equipment" be substituted for "property". 
This, however, he said, was not a prerequisite to signing the agreements. 


Shaikh Yusuf then returned to the wording "under the direction of the 
American Embassy in Saudi Arabia." “His Majesty has told us that. under no 
circumstances would he accept this provision, even if the negotiations break 
dowm over it. 

"There is one single point of difference left then to prevent our signing 
the agreements. You say you cannot change any of the language of the 
agreements as they stand. Does that mean you are in a position to say that 
the US Government is insistent, finally, on this wording and that, since 
there is this deadlock, nothing further can be done?" 


Mr. Johnson explained that he had no authority to change the wording 
of the agreements but suggested that, if Shaikh Yusuf were agreeable, to 
return immediately to the Ambassador and suggest that he send a final cable 
to Washington pointing out that only one point of difference remained and 
ask if the Department would authorize deletion of this contraversial pointe 


Shaikh Yusuf said this was a good idea, but he was exhausted and would 
have to retire. 


He said if a reply was received by the Department and they concurred, 
Abdul Rahman Bassam was authorized to sign the agreements on behalf of SAG. 


W.A.Stoltzfus, Jr. /M.T. Johnson/eh 


Lie a 
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Translation of Memorandum sent by Shaikh Yusuf Yasin, Royal Counselor 
and Deputy Foreign Mjnister, to the Sgudi Arabian Mmbassy in Washington, 


No. 1/2/23/2171 
20/10/1376 
May 20, 1957 


On 9/10/76 (May 9, 1957) I told Mohamed Massoud (American Embassy's 
Arab Consultant) in reply to Ambassador Wadsworth's conversation with 
(Royal Counselor) Khalid Bey Abu Alwalid, the following: 


1) The expansion of the Dammam Port is considered by the SAG as 
subject to the Note sent to the American Embassy (No. 12/1/1556 dated 
April 2), 1957 - See Embassy Despatch 2,8, April 30, 1957) that such 
expansion is a result of the Agreement signed April 2, 1957 in return 
for the facilities given to the USAF in the Dhahran Airfield. In return 
thereof, the American Government will also establish and execute a training 
program for the army, sell arms to the Kingdom, expand the Dhahran Air- 
field, etc. etc. . . . according to what is mentioned in the exchange of: 
notes. The SAG considers that the financial and technical assistance for 
the expansion of the Dammam port is a result of the agreement concerning 
the Dhahran Airfield. If there are any other proj .cts under the Eisenhower 
Doctrine for the Middle East, such projects will not be covered under this 
subject and will be studied independently on the basis of the clarifications 
made by His Majesty to Ambassador Richards. 


2) .The SAG is studying the technical view given by both the SAG 
Ministry of Communications and the (Tudor) experts. The SAG will make 
its decision shortly regarding which plan it will adapt. 

; with 

3) The SAG would like to come to an understanding/the USG regarding 
this project on the basis that the sum appropriated for the expansion of 
the Dammam -port will be used in accordance with the program which will be 
approved by the SAG, ‘ 
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DATE: September 5, 19 


SUBJECT: Position of General Smith in Dhahran 


PARTICIPANTS: Brigadier Gerleral Dale 0, Smith 
Brigadier General Martin 
Mr. William Mi, Rountree, NEA 


3 » 
Mir. Stuart We Rockwell, © e. : 


COPIES TO: NEA (2cc); NE (2cc) 
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General Smith began the conversation by saying that he was very 
much upset because he understood there were allegations of his incompetence 
in carrying out his duties in Dhahran, lr, Rountree assured the General aR 
that as far as the State Department was concerned, and he believed this ~ 
applied also to the Defense Department, no allegations had been made 
concerning incompetence. If there were any such opinions, the normal 
procedure would be to have an investigation and then reach conclusions. 
The President and the Secretary had felt that the present situation was 
a case which lent itself to this procedure. It seemed that there might 
be a question in King Saud's mind regarding the General's understanding of 
his mission in Saudi Arabia and his relations with the Saudi Arabs. Under 
these circumstances, and in view of the delicate political situation in 
the Middle East, the President and the Secretary had decided that General 
Smith should come back at once, regardless of the merits of the case. No 
allegations of incompetence had been made, Mr. Romtree reiterated. 


not 


General Smith said he was very surprised to hear that there might be 
dissatisfaction in Saudi Arabia concerning his activities. He felt that 
he had made good progress in establishing fruitful relations with the 


King and Prince Fahad. His summary removal would harm the United States 
position in Saudi Arabia, he felt. 
————ee 


Mr. Rewntree 
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lr. ‘ountree said that it vas the recent briefing given before 
Prince @akacd which hal caused the nost trouble, This had been broucht 
to the attention cf the Pres ident anc the Secretary. Ii. ioumtree showed 
the General a letter addressed to the General from Prince Fahad about 
_ the matter, wiich tho General had not secn. 


General Suith s2id that this letter must be the work of Yusef Yasin. 
we suggested that the briefing had been erroneously translated and said 
that Yasin would be glad to get him out of Saudi 4rabia because the fact 
that the American arms deliveries and other commitments were being met 
was cutting tne ground from under Yasin's progran of endeavoring to convince 
the King that the Americans could not be relied on. 


Ir. Rountree said no conclusion had been reached concerning what should 
be done next. The General conmented that’ perhaps things had gone too 
far to be repaired. He alleged that the matter was a proble: between hinself 
and the .\mbassador, not between himself and the Saudis. Ue said that he 
and, the Ambassador had had a number of differences, and cited a difference 
of opinion between them over whether Captain Perett, the chief United States a 
navy expert in Saudi Arabia, should be received by the ing. 
ir. tountree said that the Secretary and the President would wish to 

evaluate the political aspects of this problem before deciding what to do. 
Ambassador Wadsworth's views would also be required. He was at the moment 
in Senate The General said he hoped that if he were to be relieved it could 
be done gracefully. it. Nountree assured the General that if any action were taken 
on this matter an effort would be made to accomplish it with the least 

embarrassment or difficulty. He said once more that no judgment had been- 
reached and that the Secretary and the President had dedided to call the 
General bac’: without any reference to the merits of the case. The General 
hoped he would be permitted to return to Saudi Arabia, and then quietly to 
qo to another job. 


As the General was leaving, Ir. Rountree assured him that if there had 
been differences between Amer eLean officials in Saudi Arabia this had had, 


++ 


nothing whatsoever to do with the decision on the General's coming bacl:. 
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BRIGADIER GENERAL ALBERT PATTON CLARK, JUNIOR, USAF, 12794 
{Record of Service up to date as of November 1956) 


27 August 1913 - Borr at Schofield Barracks, Territory of Hawai 


GRADES HELD: SCHOOLS ATTENDED: 
1 Jul 1932 Cadet, USMA USMA, 1936 
to AC Prim Fly Sch, 1937 
11 Jun 1936 AC Adv Fly Seh, Per Crac, 1937 
12 Jun 1936 2a Lt. Cav RA Armed Porces Staff College, 
L Get 1937 fTrfd to AC Jt Operations Crse, 1947 
w/rk fron WWC, Reg Cree, 1952 
12 gan. 1936 
12 Jun 1939 lst Lt (perm) 
9 Sep 1940 Capt, AC AUS 
17 Bov 1941 wa ( 
1 Mar 1942 Lt Col (temp) 
13 Jul 1942 
1 Aug 1944 Lt Col (temp) 
2A Bey 1945 Col (temp) 
1@.dun 1946 Capt (perm) 
ik Jul 1948 Lt Col (perm) 
2F: dul 1950 Col ns 
1i Oct 1956 Brig Gen (temp) 
Service continues to date 
DUEY STA _ASSIGHED FROM TO 
Stu, AC Prim & later AC Adv Randolph & Kelly Flds, Jun 1936 Oct 1937 
Fiy Schs Tex 
Cal Warfare 0, $éth Per Sq and Selfridge Fld, Mich Oct 1937 Jun 1939 
later Sup, Mess &Gas 0, 34 ABS 
Dey and later Fit Camir, 9hth Selfridge Fld, Mich Jul 1939 Jui 1941 
Per Sq, Opns, Cal Warfare, Sch 
OQ, Fit Comir & CO, Oth Per Sq 
Ogee 0, 31st Per Sp Selfridge Fld, Mich Jul 19h1 Dec 1941 
Baer Fld, Ind 
Opma O and later Bep CO, 31st Seattle, Wash Dec 1941 Apr 1945 
Per Gp (POW, Germany, fron Wev Orleans, IA & 
M6 Jul 19h2 to 29 Apr 1945) ETO 
Returned to US, TD for Rae, Miemi Beach, Fla May 1945 Aug 19K5 
Broceasing, AAFES. #2 
Pilet, Single Engive Aloe AAF, Tex Aug 1945 Hov 1985 
Sta, AAFP Gunnery Sch Williams Pld, Ariz Nov 1945 Jan 1946 
Dep Asst Cofs, A-1, 200oth SM, narkedale F1A, la Jan 1946 Jan 194&7 
Stu, Avmed Forces Staff Co Worfola, Va Feb 1947 Jun 19h7 
Dep Asst Cofs, A-1 & later Dir Langley Fld, Va Jun 1947 Dec 1948 
of Pers, Hq TAC 
Dir of Doctrine & later Dep langley Fld, Va Jan 1949 Jan 1950 
Cisfef, Opus Div & later Asst Mitchel AFB, N.Y. Jan 1950 Dec 1950 
‘Sep for Operations, Hy ConAC 
Agut Dep for Operations, Hq ADC nt AFB, Colo Jan 1951 Aug 1951 
Ste, National War College Washington, D.C. Aug 1951 Jun 1952 
Culef, Proc & Sep Div, D/Mil Washington, D. C. Jun 1952 Jul 1955 
ews, Dos/Pers, Bq WAF 
Or, S8th Ftr Bomber Wing USAFE Aug 1955 Bee 1956 
ef of Staff USAFE Dec 1956 fo Date 
Amerioan Defense Service Medal 
Amerionn Campaign Medal 
Suropean-African-Middle Easterr Campaicg: Medal & bronze 
WeeGd Wer It Victory Medal service ater 


Rational Defense Service Medal 
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Memorandum of Conversation a 
mE 
sof 
DATE: October 28, 1957 on 
© ; 
t 
SUBJECT: Transrer of General Dale O, Smith = - 
af 
Dana Adam Schmidt, New York Times is 
PARTICIPANTS: pa | 
David D, Newsom, NE Ee Bs) 
=e 
COPIES TO: Ni(2cc), NSA/P(1ec), AIR-Dr. Jvans(1cc) /e 
/ OQ 
f > 
; / : 
Ol 
1 
= 
5 
Mr, Schmidt said he had received a note from Hanson Balcwin of ~ 
the Times staff stating that General Dale 0, Smith, Commander of the _ 
U.S. Mission in Saudi Arabia, was being transferred and that the Oo 
Saudi. Arabian Government had asked for his removal, Mr, Newsom 1 
replied that, as far as he knew, General Smith's transfer was a N 
routine military matter and that there had been no request from the 0 
Saudi Government in connection with it. Mr, Newsom noted there had ol 
been a number of rumors about this trensfer, but they were unfounded. ~“ 
Mr, Newsom explained that General Smith was both Commander of the 
Second Air Division at Dhahran and of the U.S, Military Training 
Mission which replaced the former MAAG in Saudi Arabia. 
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ACCESS RESTRICTED 


The item identified below has been withdrawn from this file: 


File Designation Z DP es S iy 


Date : MV 
From . A ockblell 
To Kovy Thee. ficiency 


In the review of this file this item was removed because access to it is 
restricted. Restrictions on records in the National Archives are stated 
in general and specific record group restriction statements which are 

available for examination. The item identified above has been withdrawn 


because it contains: 


ef Security- Classified Information 


[ ] Otherwise Restricted Information 


b6/ 70 
Authority Da SAA 
NATIONAL ARCHIVES AND RECORDS ADMINISTRATION NA FORM 14000 (1.86) 
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SEGRET Ne. of esate Copies, Series A — 
DEPARTMENT OF STATE ¥ 
ASSISTANT SECRETARY ge 
H [ ‘ es é - 
“TOs G - Mr. November 5, 1957 NE 
- FROM: NEA - William M. Rountre pp 
SUBJECT: Briefing for Genera) Albert P. Clark, dr. bt TP Ajit 
: ; , 2 te 
Discussion: ay S / jor * wl 
Brigadier General Albert P. Clark, Jr., newly appointed Chiefé e 
the U.S. Military Training Mission in Saudi Arabia and concurrent > 
Commanding General, Second Air Division, at Dhahran Airfield, will “il 
on you at :00 p.m. November 5 for one-half hour. He will be acco oO 
panied by Dr. Delavan Evans, USAF, Pentagon, and ]f. Newsom of NE, @ 1 
val 
mee 
General Clark is also calling on me, as well as Mr. Berry and Be , ig 
Rockwell. Biographic data on General Clark is attached (Tab 1). ae % 
General Clark takes command of the U.S. military operations in ie 
Saudi Arabia as implementation of the April 2 exchange of notes with Mee 
Saudi Arabia (Tab 2) reaches a significant phase. Certain portions \ 
of the expanded training program have begun, technical arrangements on 
for the operation of the airfield and the training program are being oi 
discussed, and economic projects, in particular the Dhahran Airfield ~J 
terminal, are in the planning stage. 
We have suggested that General Clark call on you in view of your 
liaison responsibilities with the Department of Defense and your own 
interest in the recent agreement with Saudi Arabia. 
QO 
We believe it would be of value to General Clark if you could out- UW 
line to him our views concerning the political importance of the Dhahran ~N 
Airfield and the policy considerations behind our recent agreement. Cc. 





Recommendations: 


1. That you state that we are pleased that General Clark has been 
assigned to this position : in Saudi Arabia, one to which we attach aa ses 
importance. 


2. That you stress that our agreemertt with Saudi Arabia is as 

important politically as it is militarily. Our suvply of arms and our ~ 
training programs provide for the strenghthening of internal security, «*; 

including the protection of the Dhahran Airfield. Beyon@ that, how- * ss 

ever, they serve as a quid pro quo for the U.S. rights at an and a! 
n acknowledgement of the political importance we attach,to g Saud's 


eration 


£561 - 


\SECRET 


SECRET 


wile 


cooperation in events in ‘the !liddle East. 


3. That you state that we hope for the closest kind of working 
relationship between General Clark and our Embassy in Jidda and Consulate 
General in Dhahran in view of the very keen interest of the Department 
in our over-all relations with Saudi Arabia. 


Neste: tAteh sD0 soms as 
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37 32. SECRET 
Action MO tie, oe ee ees 5638 
Y RG%—a ec’d: November 10, 1957 
NEA FROM: Jidda sit oy 39 a. - 
Info ‘a 01 re] 
TO: Secretary of State Ca aict — 
av NO: 449 ber 9, 2 Cea 2 Cp - 
: » November J, p.m. Whi ff =f 
7 “a /9ST 
G pt pl id-lh ‘ 
L 5997 a / gs 1e0 
“9 DEPTEL 5 qed Wie Fit, O59! anise 
W (1) Paragraph 7 reference telegram. (in reply last paragraph... on 
L MYTEL 411) indicated Department wouid not wish me at this 0) 
INR stage propose to King Saud DLF-typé aid but had not objection > 
EUR my bringing substance DEPCIRTEL 368 informally to attention e 
UMSA Minister of Finance Surur. o 
- 
iRC MYTEL 228 fromDhahren (in pursuance paragraph 5. reference = 
DCz telegram) reported I had arranged through King to discuss 2) 
general question of economic aid with Surur. I said that a 
ICA Saudi Ambassador Khayyal had raised question at his a 
OSD October 22 meeting with Mr. Dulles and that Department now -_ 
AIR has new appropYiations for current FY and is prepared give 1 
whole question sympathetic fresh look. (9) 
Ol 
On October 27 I met with Surur, informed him as above and ~ 
gave him outline DEPCIRTEL 368. We were in agreement that SJ 
es Saudi project of fundamental economic importance closest bay 
& to King's heart and most appropriate for DLF financing is extensiong 
io of Dammam-Riyadh railway from Riyadh to Jidda (approximately : 
ti 1000 miles requiring four ‘to five years to complete at estimated by 
oe cost $150,000,000. % 
gi > 
2 Construction this project, after careful engineering studies and x 
we, international ajudication, was last year awarded Morrison- < 
Si Knudsen but has not been undertaken because of lack adequate , 
ae financing, re which Embassy understands Morrison-Knudsen has y 
S 4 already been in touch with Department, IBR and Eximbank f° w 
2 (EMBDESP 36, August 24). Embassy would appreciate indication \ 
id from Departmnet as to whether in principle, it considers this I 
project susceptible financing through DLF. » 
(2) On 
Hinoghl id has been designated UNLESS “UNCLASSIFIED” 7 
eturne = COPY IS PROMIBITED. 


SECRET 
-2- 449, November 9, 2 p.m. from Jidda 


(2) On general subject grant aid, Surur promised USG commitment 
under Saudi-American April 2 agreement. Ip re particular 
projects, he expressed hope work on Dhahran airfield terminal 
building could be undertaken promptly and, on my thentioning 

it, seemed disposed view meteorological service project 
prepared by USAFE at King's special request of General 

Tunner (paragraph 2 EMBTEL 6) as appropriate companion 

project in common interest. We did not discuss Dammam port 
development, but I gathered he still hope US might participate 
in realizing SAG project. 


We agreed that, as whole matter had been raised by Khayyal 
with Department, SAG would await report and I instructions 
before considering it further. General sense this final 
aspect our discussion, essentially informal and exploratory 
throughout, was that Ball is now in Washington court. 


(3) As I took my leave, Surur said he would report our con- 
versation to King Saud and, following receipt Khayyal's re- 
port, send me further comment. He left for Riyadh where 

Surur told him no report on subject had as yet been received 
from Khayyal. Consequently Department may wish pursue subject 
with Khayyal. 


WADSWORTH 
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THE DEPARTMENT OF STATE, WASHINGTON. 
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1957 (NEA :NE:DNewsom) 
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REF Memorandum of Conversation October 





4. 
For Dept. 
Use Only 












SUBJECT: United States Hconomic Assistance to Saudi Arabia BE 


a When Mr. Henry WIENS of the International Cooperation ihe nied tivation was in 
Dhahran recently, he viewed the présent facilities at Dammam Port and very infor- 
mally suggested. that the American citizen officials of the Saudi Arabian Government 
Railroad (SGRR), which operates the port, formulate tentative projects helpful to 
but not physically part of the port. When ready, such suggestions were to be for- 


warded by the Consulate General. 





On November 9, 1957, a member of the Consulate General staff had occasion to 
inquire after the status of any such plans. The Acting Director of the SGRR, 
Gene CANON, answered that he had several such projects in mind but was awaiting 
the return of the Director, Mr. James GILDEA, who has been on an extended leave 
in the United States, before submitting any improvement schemes as suggested. 


The Americans working for the SGRR are discreet, and this office is sure 
that they have not passed Mr. Wiens' guarded comments to the Ministry of Communi- 


cations, which has jurisdiction over the railroad. 


For the Consul General: 


Qc CP Stuclle, 


Carsten D. Muller 
American Vice-Consul 
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Copy to Amembassy JIDDA 
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Office Memorandum * UNITED STATES GOVERNMENT 


DATE: November Ih, LOBE +4 


0 


TO : FILES 


CEs 


FROM : William D. Brewei 


SUBJECT: Telephone. eae 2 Pentagon Officials Regarding Re-aseignnest 


GHZN00d St 


uy 








of General Dale O. Smith 
| : eg 
At the time that the re-assignment of General Smith became public Be kis 
‘ knowledge through a wire service report from Europe towards the end of ra a 
October, 1957, I received several telephone calls from public relations” 
officials of the Air Force and the Defense Department regarding the fy 
nature of this transfer. The burden of these telephone calls was that S 
it. was understood that General Smith's transfer resulted from a falling: ; a 
out with Ambassador Wadsworth. One caller, who said that he was a per? & 
\' sonal friend of General Smith, stated that the General had many friends ~ 
A in the Washington Press Corps and that he therefore would like to be / 
abe to make a full statement regarding the reasons for General Smith's o 
\ transfer, as he knew he would be asked questions on this score by local > 
- Jjoufnalists, I informed this caller that General White, the Air Force : 
Chief of Staff, had the full story on the reasons behind General Smith/s 
re-assignment. ; a 
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00 Memorandum * UNITED STATES GOVERN) 





To: NEA ~ William M, Rountree | DATE: November ee File 


FROM : NE — Stuart W. Rockwell ; é wer 4 op 245° 
. \4 pow “yh wy 4 # >” os & 
WW OA 





SUBJECT: Letter from Ssnator Humphrey ae in Saudi Arabia o 5 N“N 
3 & 4 2 : oO 
= O) 
Discussion: . pe > 
; e 
In accordance with Sn] request, we have prepared: a reply A) wo 
to the letter of November 6’from Serator Humphrey (Tab B). Fl 
- =. 
The attached reply has been cleared by Mr. Henderson, Mr, wy, O- 
and Mr, Hoghlend of H, The phrase “was the result of a decision : reached “YJ 
by the Department of Defense" in the first sentence of the third us 
paragraph of the reply was added at the suggestion of both Mr. Hender oh 


amd Mr. Murphy. It is possible that the letter from Senator Humphrey 

may ‘have resulted from inquiries to the Senator from officers in the 4 
Air Force, “You may Wish, both for this reason and because of its direct —= 
coneérn with a Defense ee, also todear the letter with someone in (jj 
General Twining's office, We suggest that you might wish to télephone (jy 
General Whisenand in General Twining's office. “ 


We believe this letter contains as much ifformation as we are in 
a position to give in writing.on this matter. You may wish to consider 
supplementing this letter by briefing either the Senator or his Executive 






Assistant further on this matter. QO 
us 
Seccumendation: ~ 
1. That you clear the attached letter by telephone with General }. 
Whisenand,. 


2. That you sign the attached letter to Senator Humphrey. 


- 3, That you consider discussing the matter further aS 
the Senator or his Executive Assistant. 
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to American Embassy Jidda and refers to Embassy note number 
Ak. 167, November 12, 1957, regarding designation General Albert P. 
Cla »Jr United States Air Force, as "Chief, United States 


53-D ' CONF LDENTIAL 
Action Gaptrol: 38 
NEA Reo’d : ma 
FROM: Jidda BS 
Info ‘ <2 
RMR 10: Secretary of State wz 
S8 NO: 535, December 10, 2 p.m. BS 
SP PRIORITY 2 
C | BE 
typ «SENT: DEPARTMENT | 535; REPEATED INFORMATION DHAHRAN 152. p 
te 13 
i A 1. Following is substantive translation of note dated and 5 
IRC received December 9 from Foreign Office: 
OSD "Saudi Arabian Ministry Foreign Affairs presents its compliments rm 
o 
) a Military Training Mission to Saudi Arabia" and "Commander Ol 
/ ‘of the Second Air Division". . 
| | ' Ministry has hogge to advise Embassy that common usage follow v) 
i ; in past peewee atid United States Government is that authoxjty. 
+ / of chief of thé mission is confined to his work supervising 


het general training and civil facilities granted to US aviation 
- at civil airfield Dhahran. ; 


We have noticed, in biographic sketch of General Clark sent 
by United States. Embassy, that General ‘has been designated 

| by his government , in addition to his designation as "Chief 
of the Training Mision", as "Commander, Second Air Division, 
Europe", with headquarters Dhahran. 


14 penmopyiidy 


LGOl-2l/d 





This inconsistent with basic concept intended in American 
training mission and in civil facilities offered in past by 
Dhahran Airfield and its Saudi authorities to American aircraft. 


Consequently, and since this inconsistent with pie les 

of wis policy on basis of which strong frie we 

Hig’ Majesty" 8 Government and Government of Nees States. 
has' been established, and since. this will not help cary 


PERMANENT Pree sincere 
RECORD COPY e This copy must_he SSEiea eee SeieR centres les with notgayeee 






CONFIDENTIAL 


-2 535, December 10, 2 p.m, from Jidda 


out sincere desire which His Majesty's Government is 

pursuing in strengthening ties of such friendship, we 

hope that United States Government will take whatever (acticn) 
it sees fit in order to limit authotity of General Clark 

to tasks agreed upon between two parties, i.e., supervising 
training of Saudi forces and use of civil facilities Dhahran 
airfield for American aircraft in transit in Dhahran area. 


(2) I propose mention this note to King Saud at my audience 
tomorrow in Riyadh, recalling audience General Tunner and I 

‘had at Buraida February 16, 1954, since when-no prior suggestion 
of "inconsistency" has been made to me, and saying*simply that 

I have telegraphed text to Department with request for its ~ 
comment. 


Unfortunately, search made this morning of Jidda Embassy files 
fails to find record of Buraida audience which I recall 
reporting from Dhahran. Perhaps Geferal Tunner will have 
reported to Air Force(see, for possible reference, his 

earlier green line message 10724 from Wiesbaden to CAFS. 

USAF Washington February 0707012). 


(3) I leave now for Riyadh and haye arranged that USAF 
aircraft will bring me there from Dhahran any messages — 
Department may send me through CONGEN up to noon December 
12. 

WADSWORTH 
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53 SECRET 
Action Control: 8964 
From: Dhahean Rec’d: December 15, 1957 
into” | 2:42 p.m, : 
RMR TO: Secretary of State 
ie NO: 308, December 15, 2 p.m. 
- SENT DEPARTMENT 308; REPEATED INFORMATION JIDDA 265.\ mm 
- FROM AMBASSADOR WADSWORTH 
a DEPTEL 267 repeated information Jidda 818. 


EUR I did not have benefit REFTEL at my farewell audience in Riy&édh 

UMSA December 11, but,in raising subject of Foreign Office note 

TRC (Jidda's 535), India stressed desired Embassy and USMIM to work 
out common problems in field our mutual military programs. 

ICA India also assured King that, on basis my talks with General 

CIA Clark, India was certain latter was here to work for training, 

OSD first and foremost. ‘India said India anticipated no difficul- 

AIR ties if King would permit matter to stand for time being; it 
could later be determined what, if anything more, should be 


a he intends leave question to be worked out by Defense Miristr 
with General Clark. In any event, fact that he is now aware 


* 


| 
sy | SCHWINN 


of matter may prove useful. 
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as Although the King did not make specific reply, India ah 
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SECRET 
- { 64) 
Control: 8957 4 = - / Bis 
Rec'd: December) 15 eiaiy 2 > 
FROM: Dhahran } 2:15 p. Bi Se 
TO: Secretary of State Be 
aS 
NO: 310, December 15, 8 p.m. wee 
BEN 
SENT DEPARTMENT 310; REPEATED INFORMATION JIDDA 266\ Een 
| 
FROM AMBASSADOR WADSWORTH \ ~ 
O1 
DEPTEL 734 to Jidda. f Bc 


(1) Upon my arrival in Riyadh December 11 for farewell 
audience, I had Embassy Arab consultant Mohamed deliver 

to acting Foreign Minister Surur Embassy's aide memoire on 
Damman-port based on pertinent sections reference telegram. 
Surur read it, consulted Richards aide memoire and then in- 
dicated SAG would study alternative proposals offered. He 
added he hoped discuss subject further before I left for US. 


(2) On December 13 in Dhahran I talked over Damman port pro- a8, 
ject with Gildea, manager SAG railroad, and Killian of Bechtel oO 
Corporaticn who, as of time my exrlier visit here (November 

25) had been working on project. Essential features their 
proposals are recommendations foc sheet steel piling instead 

of either ordinary steel piiing -- US idea -~ vx concrete 

piling -- SAG idea) and four additional shipping berths added — 

to north end present pier instead of three. Impetus for 

Gildea's and Killian's work was special direction of presi- 

dent Stephen Bechtel who, also at time my last visit here, 

informed me he proposed discuss matter with Department follow- 

ing his return to US. ae: 


(3) On December 13 I also received message from Surur asking 
me stop half day in Riyadh en route Jidda tomorrow for further 






| 
4 ) discussion Damman port project. In meantime Gild 
s » | Killian have already been gummoned Riyadh to partic in 
i drafting new Daudi counterproposal preparation of .it is 
hoped, can. be completed, at least in rough, for me 8 
j back 
PERMANENT ees 
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SECRET 
| a 310, December 15, 8 p.r.. from Dhahran ; 


tback with me to Jidda. 
(4) Will report outcome Riyadh talks following my return Jidda. 
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,, had approval SAG Adviser Khatab and was wholly acceptable 


\ 


After compliments Sultan asked if mil ceiling could 
be r road to pier head and te 
Hock _ facing for sheet pilings. I replies million was 


TO: Secretary of State 
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Control: 10472 - a 

Rec’d: December 18 ig 

FROM: Jidda 1:26 a.n@ “<N- 3 
eS 

wa 


NO: 553, December 17, 8 p.m 
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SENT DEPARTMENT 553, REPEATED INFORMATION DHAHRAN 157. 


WIN 
TVYI 


My telegram 310 from Dhahran repeated information Jiddg 266, 
re Damman port. 


On arrival Riyadh December 16 was taken directly to Ministry 
of Communications where Minister Prince Sultan and Minister 
Finance Surur had just completed conference with Gildea and 
Killian. 


ee 
we FS 


absolute limit this fiscal year and emphasized even this 
amount would be lost unless port agreement concluded soon. 
I suggested road construction (other than to small boat 
harbor now nearing completion) and any other related projects | 
be deferred until main port project completed. hed 


c~ 
i 


Sultan th{n said project as outlined by Gildea and Killian 


L 





s such; SAG _would wish to utilize 
\ purchase of equipment, list of which he had worked out with: 


ildea and gave me for transmittal to Department with re- 
uest US assist in obtaining urgently needed railway items; 


‘emé 15 a saute be fo r 
echtel+G ap G urged that Bechtel si aire pig 


ec é Ee ~Gngineering for and construct 
roject within $15 million ceiling; SAG also approv 
hat $100,000 out of $15. million be imme 


Bus 










ultan then said final point he wished made clear was that ” 
SAG wished UNLESS can IFIED” 
REPRODUCT THIS 
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SECRET 
~2- 553, December 17, 8 p.m., from Jidda 


SAG wished no reference in agreement to Richards Mission 

a ie Doctrine but only to April 2 agreement. I replied 
stion of doctrine funds since these no longer available 

as ‘af last June 30. I stressed again that Saudi counter-pro- 

posal should be kept simple and submitted urgently if work 

was to be started this fiscal year. 


Sultan and Sururagreed prepare Saudi counter-proposal based 
on conferences~just completed with Gildea and Killian and with 
me, submit it to King for his approval, and deliver to Embassy 
“within week." 


Barring: interim complications I shall hope be able report 


Saudi counter-proposgal basically acceptable to US upon my 
return from Yemen. 


WADSWORTH 
HC/7 
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eS . 
Action Sa 11255 £ v 
IRC FROM: Jidda December 19, 1957 oa 
Info 3:07 a.m. rs = 
TO: Secretary of State ea 
RMR NO: . 295, December 17, 9 p.m. © 
: 
INR DEPARTMENT PASS DIVISION ENGINEERS USA ENGINEERING DIVISION FE 


NEA = MED LEGHORN ITALY. 
OSD = FOR GENERAL LINCOLN FROM AMBASSADOR WADSWORTH 


AIR Regret I shall no longer be here to review again with you 
our common problem but I feel sure my successor Ambassador 


sila 
ameMmim Fa 07 


Heath whom you have probably met in Beirut will be glad to ~“ 
do so. 00 
0) 
For your information General Clark has just concluded with > 
Saudi Defense Minister necessary agreements to permit prompt ol 
undertaking of construction of air terminal at Dhahran airfield. 
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Control: 11805 
Rec’d: December 19, 1957 
FROM: Jidda 6:44 p.m. 


TO: Secretary of State 
NO: 562. December 19, 9 a.m 


Reference: DEPTEL 734. 


Department please see General Clark's telegram C-1-16-M-2 
of December 16 to COFS USAF re agreements reached by him 
with Saudi Defense Minister for construction civil air 
terminal Dhahran airfield. 


I havre reviewed with him all his negotiations in Riyadh 
and fully concyr his action and recommendations. 


If anything is wanting in this picture which might avoid delay 
in proceeding immediately ig allocation of funds to USAF 

and charging US Army Corps of Engineers with undertaking 
design of terminal, and which Embassy might correct, should 
appreciate instructions. 


WADSWORTH 
MGG:GEV/7 
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5 SECRET of 
2 n 
Action Control: 11544 Ey 
NEA Rec'd: ~~ Decembe ye 
ne FROM: Dharhran - 10:20 Rg = 
RMR TO: Secretary of State east 
NO: 318, December 19, 11 a.m. /€Go 
ss . a os 
G ; \ — yf Bea 
SP SENT JIDDA 269, REPEATED INFORMATION DEPARTMENT 318. mn Ol 
C . ee >] 
W EMBTEL 157 - Be 
Tex . 
INR Gildea discussed port project with Amir Saud Bin Jiluwi u 
UOP December 18 following his return from Riyadh. Amir, who _ 
UMSA likely have large voice in port project, showed approving 1) 
E interest in developments thus far, but objected to inclusion I 
IRC item for airfield spur in list of equipment to be provided from oo 
DCL $5 million allocation. Amir advised Gildea that, in view © 
current and prospective budgetary stringency, $640,000 needed “| 
ICA for spur should be spent on additional railroad equipment, 
OCB two more locomotives, for instance, and that if Air Force 
CIA needs spur it should build it with its own funds, as proposed 
ie) three or four years ago, when SAG refused permission at 


PERMANENT SECRET . .—— REBE 
a. RECORD COPY e This copy must be returned tO RM/R Central tiles with notation Keene 


instance, according to Gildea, of Yusef Yassin. Agreeing 

he -could use additional locomotives, Gildea cited advantages 
of spur, particularly in bringing railroad virtually to Khobar, 
but Amir persisted in objection. 


Gildea returning Riyadh December 20 to submit to Communicatio 
Minister Sultan specifications of listed equipment, in which h 
ill include spur, but he considers he must advise Sultan of 

bjections of Amir. Gildea of opinion Amir harbors no 
ostility to Air Force, but is seeking to squeeze maximum 
dvantage for purely Saudi interests from $5 million for 
quipment . om ; 


B: PK/10 


ote: Reference is Jidda's 553 to Dept 12/18/57 
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46 SECRET . 3 
Action Control : =) 
NEA Rec'd: is 


FROM: Dhahran 
Info 


TO: Secretary of State = 
RMR m= 
NO: 373, January 11, 8 p.m. Q 
ss ; bs 
CG \ H 
SP PRIORITY ; \ F 
c ; ; 
’ W SENT DEPARTMENT 373; REPEATED INFORMATION JIDDA 306. 5 


CHMNITH Fa LOAN INTWNOOd SIKIL 


mr 
SHTIA 


INR FROM AMBASSADOR HEATH 


UOP 
UMSA ~~ Jidda's 553 to Department re Dammam Port. “a 
E 
IRC (1) At meeting in Riyadh January 9 Deputy Foreign Minister — 
DCL Yasin presented three-point Saudi compromise proposal ex- > 
pressing SAG's agreement that: ° 
ICA Ol 
OCB (A) Bechtel Corporation undertake $100,000 preliminary survey. _, 
CIA = 
OSD * = (B) USG , Pavite $5 million worth railroad and port equipment , 7 
, and ~N 
(C) USG credit Saudi — Communications with balance \ 
of 14,900,000 (out of original 20 million) for port expansi = 
© work by Bechtel in agreement SAG. (Full text in following = 
cable) a 
\ 


?| 
| (2) Yasin also presented aide-memoire in reply Embassy's 

of December 9 (Consulate telegram 310), essence of which is > 
SAG wishes clarify its understanding that USG apprepriated oe, 
- $25 million for DAF terminal and Dammam Port solely in 
accordance paragraphs 3 and 6 April 2 agreement. Yasin 

a explained Saudi aide-memoire weld not have been near 

g had Embassy's not referred to Richards mission which lied 

iJ funds coming from.Eisenhower Doctrine never accepted- by Saudi. 

E Arabia; he would agree withdraw it if USG agreed wu draw ~ 

- December 9 aide-memoire. $ 8 


Jepy Be(s) 


i j Comment: Berause both sides now appear to be in — agreement 
PERMANENT on port | CLASSIF 
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SECRET eo 
-2- 373, January 11, 8 p.m., from Dhahran 


on port project, I strongly recommend that in view time 
element both aide-memoires be withdrawn and that Embassy and 


| SAG forthwith resume negotiations on port project agreement 
' on basis Bechtel<Gildea plan (paragraph 3 reference telegram), 


ae 


~ TA 


text to exclude phrase “under general direction of American 
Embassy."" This project has languished so long that, unless 
prowpt action now taken, benefits to US from grant may be 


diluted to point of -mullity. 


SCHWINN 


MAW :HC./7 
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3h SECRET 
Action , Control : 6269 ; 
f Rec'd : January 3 
NEA : ; 
besa FROM: Dhahran 5:30 a 


RMR TO: Secretary of State Zz 
ss NO: 374, January 11, 8 p.m. 


G 
/ 

SP | 

C SENT DEPARTMENT 374, REPEATED INFORMATION JIDDA 307 . 

W i 

I, FROM AMBASSADOR HEATH. \ 

INR en” Sy 
uop Reference: CONTEL 373. Ne “if 


SHTId Twurnse> h/ws gar oz 
qMMANITy Ta Ista zANNOOT SIAL 


UMSA 

E Following is translation Saudi memo re Damman Port which Deputy 

REP Foreign Minister Yasin referred to as "project agreement": 

IRC 

pcL "On basis paragraph 6 of agreement concluded in accordance with ™N 
exchange of notes between Ambassador of his Majesty King of Saudi @ 

tcA Arabia in Washington and Deputy Undersecretary of State, Mr. Robert 

ocg Murphy, dated April 2, 1957; 







A ( 
oe "And in accordance with discussion which took place between H. ‘ 
ARMy E. Shaikh Mohamed Surur al-Sabban, Saudi acting Deputy Foreign = 
NAvy Minister, and H. E. Mr. George Wadsworth, JS Ambassador in Us 
be Jidda on November 23, 1957; ag 

-) “and on basis discussion concluded in Riyadh on December 16, $@57 , 

Qy between his-Highness Amir Sultan Ibn Abdal-Aziz, Minister comgMni- — 

R] cations and H. E. Shaikh Mohamed Surur al- Sabban, Minister fim@nce,= 

and in his capacity as Saudi Acting Deputy Foreign Minister, op Ol 
one side and H, E. Mr. George Wadsworth, US Ambassador in Jid 00 
P on other side; "Agreement between Government: of Kingdowm of 
OK Sanat Arabia and USG has been reached as follows: "(1)_ Inter- 
‘i nal EB poration will undertake prepargtion of studies, 

: tailed maps for pro ect of Sepa ision oj ai 
es ¢ , MP representatives of Intern ii drt echt ” 
; rp Be oe sn ate STO 

t ided ‘within $20 million specified for exacytion of forementioned 
5 Yoro4 ect. 
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-2- 374, January 11, 8 p.m., from Dhahran 
> > - eo 


"(2) American Government will undertake prepare all equipment 
itemized in list attachet-to note which preceded (see paragraph 3 
Jidda's 553 to Department) and which was agreed upon by Saudi tech- 
nicians and representatives of International Bechtel Corporation 
for sum of $5,000,000 to be deducted from original sum of $20 


million tr 


"(3) USG will _open credit in amount of balance of original $20 © 
million chat To to sae Sid S00 OOO In Paver GT Saud minieery 
of Communication so that i rtake agreement with Intér= 
national Bechtel Corporation to carry out project of expanding 
Dammam Port". 


SCHWINN 


DHP:CV/1 
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DEPARIMEN/ yp ; ; | JAN 27 1858 
Hat Sane Memorandum of Conversation 





DATE: Jan. 13, 1958 


SUBJECT: JCS strategic force objectives as related to Saudi Arabia and Pakistan a ~ 


os) 
a GO) 
PARTICIPANTS: Admiral Cooper, JCS U/MSA - Robert G. Barnes > 7 
Mr. Shuff, DOD/ISA NEA - Donald D. Kennedy 2B on 
Gen. Byers, DOD/ISA NEA/NR - R. D. McClelland S81 
Gen. Hardick, DOD/ISA ‘ = 
Col. Whitfield, DOD/ISA an 
tH A. 
COPIES TO: NEA (2 cc) IRC -2 4-3 cc nat 
SOA (cc) / E 3 
NE (cc) . ~ | 
U/MSA (cc) & te: be — 
GTI (cc) a aan 
GR} NEA/NR (2 cc) ; a= EB -: 
iv 3) 7 a 











aS Se 7 - 1—1408 


of The essence of the JCS reaction to the problems we had raised with them (| 


a is ih? (the omission or the inclusion of certain units in their strategic force 


ig 


be 
40 de ° Lee Regarding the inclusion of the cruiser in the Pakistan force objectives, 


q4 


Copy No{s) 


Destroyed in RM/R . 4 
re @) 


wn Zac 2th LYSE gi seGRET. 





objectives for Saudi Arabia and Pakistan, as distinguished from MAP force 
objectives; see attachment) was that the establishment of strategic force 
“objectives for a given country does not necessarily preclude»U.S. support on 
political or other grounds (quid pro quo for base rights), under MAP or re’ 
through sales, of units which do not figure An these force objectives. While (A 
the JCS may not recognize certain objectives as valid from a purely strategic, 
military point of view, and be unwilling, therefore, to include them in force x 
objectives, this does not prevent State or DOD/ISA from fulfilling such 
objectives as military assistance requirements unless this undertaking is of 

a nature or magnitude to impinge radically on’ JCS objectives. The "armored 
group" and the "composite air force training squadron" for Saudi Arabia, and 

the light bomber squadron for Pakistan, fall into this category. We were 

given to understand that the light bomber squadron was eliminated from the 

JCS strategic objectives for Pakistan on the recommendation of the USAF 

because the only appropriate light bomber currently on USAF inventory—the 
B-57--is already obsolete and would be logistically unsupportable in Pakistan 


in FY 1960). 


a 
a 


goer the JCS spokesman made it quite clear that althohgh they considered this’ 
justified from an ideal military point of view (for anti-aircraft afd anti- 
submarine warfare training purposes), they fully recognized that it: _- 


JA 


L 
LS E/-//o/sW-S' 9.8L 


4 ll 


t 
fi 
. 
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seins 


entitled to only a very low priority. In fact, they so much as confessed ¢ 
that it was included for prestige reasons, thus velying tneir assertedly 
"oure!" military decisions. “‘r. Shuif, speaking from the 1SA military 
assistance viewvoint, confirmed that the cruiser enjoyed an equally low 
priority. It was oovious that tiie likelinood oi: the cruiser ever beconing 
~AP-supoorted was renote. 


a 
© 


.OLTki:. The upshot of considerable discussion over tne past few days of the 
issue of what set oi rorce objectives should be used in tne IY 1959 iAP 
Congressional, country presentation sneets i.as been a decision reached 
vetween U/‘SA and LOD/JCS to show both the stratesic objectives and the 
AP-supportabdle objectives. Tne latter will’ relate onl» io iY 593; and in 
the case of Pakistan, for exanple, will tnerefore omit the cruiser, and. the 
Light bomber and tactical reconnaissance squadrons. 


Attachment: Enel ott bay 


‘questions re JCS strategic 
objectives. 


Avant. 17. 


| Rav poop eee * 


(has eo ul 


‘ 





Be 
NiW/l!t2-DileCletlandserp 1/15/58 


of 
= _SEUHE! 


jeabtstitan an 


Sub ject: 


1. 


reaper This does beep ef 
Secret Ry 


January 10, 1958 


uestions regarding JCS strategic force objectives for certain 
NEA countries 


General: is the ssumption correct that no military forces or 


units wilI be recognized as eligible for U.S. support (either in the form 
of grant-aid or through the sale of equipment) which do not figure on 
these strategic force objectives? 


2s 


Saudi Arabia: Army: ‘ihy is the "armored group" omitted? 
. Air Force: Wny is there no air force objective? 


Viscussion: In the U.S.-Saudi Arabian negotiations concluded in 
April 1957, an armored group and one squadron of fighter bomber 
air craft were clearly recognized by the U.S. as eligible to 
receive military.equipment purchased from the U.S. It was on 
this understanding, among other things, that the Saudi Arabian. 
Government renewed the Dhahran Airfield agreement. 


Pakistan: (a) Navy: inclusion of one cruiser. 


Discussion: The JCS nas agreedthat the cruiser will probably 
never attain sufficient military priority to qualify for U.S. 
“MAP support. ‘Moreover, NEA believes that even if it did, it is 
extremely doubtful, on internal politica]. and economic grounds, 
taat the Pakistan Government would approve the allocation of the 
aisproportionate amount of U.S. aid necessary to refit and 


operate a naval unit of this size (approximately $1 million the 


first year, and $ million per annum thereafter). 
‘(b) Air Force: eimination of the lisht bomber squadron. 


Discussion: ‘The Light bomber squadron is a specific component 
of the 1954 U.S. military assistance commitment to Pakistan, and 





one to which the GOP attaches great importance. The U.S. cannot 
uailaterdply decide not to provide it. Its elimination, in the 
absence some mutually accepted compensatory arrangement, 


could seriously damage U.S.-Fekistan relations ¥/ 


BA/Y As WDteClelland:erp 1/10/58 
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37 SECRET 
Action Control: 10720 
NEA Rec’d: Jamuary 19, 1958 


FROM: Jidda 8:15 a.m. 


TO: Secretary of State 
No: 669, January 19, 2 p.m. 


Qn 

wn 
SHTIg ‘Tyyreso\ w/w sr of 
PRUINSDIOOT SBF 


SP PRIORITY Bi 
C 
W SENT DEPARTMENT 669, REPEATED INFORMATION DHAHRAN 186 i 
L N 
oO) 
nl To expedite Dammam port project, favor alternati I which > 
& means using existing appropriately modified drafts~bilateral ‘ 
IRC économic aid agreement and port project agreempnt. Urge J 
DCL instructions be sent soonest. =z 
Y 
ICA HEATH U0 
OCB “ 
CIA LMS : PK/10 
OSD oat 
ARMY Cg) 
NAVY Ol 
AIR No \ re) 
\ | 
a | 
NN) \ 
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53 SECRET &é 3 Sy 
Action Control: 13044 | EE : 
NEA Rec'd: January 22, 1958) ™& 
FROM: Jidda 4:01 p.m i te G 
Info rs E i 
RMR TO: Secretary of State / > ; 
NO: 682, January 22, 5 p.m. 2° 
ss BY 
G é 6 
SP PRIORITY a 
Cc BO 
: EMBTEL 669 January 19. E 0) 
»> 
INR Foreign Office sent Embassy corrected copy SAG "draft agreement" O° 
EUR expansion project Dammam port on January 18, although corrected 7 
UOP- draft dated January 16. Note change in text reported Dhahran . 
UMSA CONTEL 307, January 11 from words paragraph 3 "International 5 
& Bechtel Corp" to "a company". (Text follows by airpouch). a 
TRC SAG d¥aft stipulates USG open credit $14.9 million favor i 
DCL | Ministry Communications. I suggest modified bi-lateral being -_ 
prepared Department, Arovide for designation mutually satis- rn 
ve factory contractor prior giving funds SAG. :; by 
CIA Minister of Communications Prince Sultan reportedly informed 
Bechtel representatives contract theirsbut "internal SAG 
problems” necessitated omission name Bechtel draft agreement . 
Understand Bechtel unwilling proceed survey without fien 
--““assurance entire contract. 
NY HEATH 
:GEV/10 
_4 \ 
= 
i | 
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(Security Classification) OS 8 ae: Oe E F 


_No.: CA-6300, January 24, 1958, Copy to, 


pect: Informing King Saud on Progress of U.S. Military Training Program 


to: American Embassy, JIDDA et 


RPTD INFO: American Consulate General, DHAHRAN 
(Please pass information to Chief, USMTM) 


SWITs) TWYINTD ¥Y 


GaNUNLay Fa LSAW L 


JOINT STATE - DEFENSE COMMUNICATION 


At your discretion, you may wish to present orally to King 
Saud a summary of the steps taken by the U.S. Government to increase 
the effectiveness of the U.S. Military Training Mission in Saudi 















Arabia, These steps have been taken in consonance with the respon- “NI 
sibilities assumed by the U.S. in the agreement of April 2, 1957. (04) 
0) 
While the timing of the approach would be at your discretion, I> 
it is suggested that a suitable oppertunity’ would be a review of ° 
the progress made one year after King Saud's visit to the U.S. It Cl 
is suggested that your approach be made in close consultation with 1 
General Clark who may provide such further details as may be =; 
available to the USMIM. You may also wish to consult with General ¢: 
Clark on the possibility of supplementing the approach to the King U 
with a similar briefing of the Defense Minister, ~~ 
—Z 
Following are the points suggested for inclusion in your u 
statement to the King: N 
SS 
1. U.S. military personnel staffing the U.S. Military Train- O1 
ing Mission now number 300, a threefold increase i t year. _ © 
The U.S. is prepared to make such further increases as are required 
and desired, , 
2. Continued care is exercised in the selection of personnel 
for mission staffing in order to insure that the highest practi- 
cable order of professional competence is made available to His 
Majesty. NX 
SD ¢ — 
: L 3- Certain Arabic speaking U.S, military personnel have been & 
FORCE / selected for assignment to the USMIM. This number is necessarily < & 
= limited =“ 1G 
SECRET a Se 
:. j (Security Classification) 
FTED BY: _. | APPROVED BY: ae ok ae 
a SN 


RANCES: 


ense:OSD:Col. “Harding: : TAWeiil: as 





ri ~ Stuart W. Rockwell _* pt 
Defense - Admiral Bergin (in substance y*” ; an te 
JAN 2.4 1958/A.M. 


Air Force — Dr. Evans (in substances 
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SECRET - 
(Security Classification) 


‘oe “| 
limited by the small total of such personnel available to the U.S. Armed 
Forces and by the U.S. desire to provide professional competence as the first 
consideration in personnel selection. As a supplement, selected personnel 
scheduled for assignment to the USMIM are being trained in the fundamentals 
of Arabic prior to their assignment in order to increase their individual 
usefulness to the Mission and to Saudi Arabia, Up to the present, five 
persons in both categories have been provided and seven more are scheduled 
for arrival within the next six months, We are prepared to increase these 
numbers significantly in the future if the usefulness of this added skill is 
demonstrated. 


he As His Majesty is aware, the Mission's functions are now extended to 
include: 


ae an expanded Air Training Program; 


b. readiness to commence Naval training at the convenience of the 
Saudi. Arabian Government; 


c. advice and assistance in the operation of Armored and Artillery 
schools formerly Egyptian-advised; 


d. readiness to assume advisory and assistance service to other 
military Schools, units, and activities at an early date. 


5. Other matters which are now underway to aid Saudi forces are the 


construction program for air training facilities and provision of military 
equipment on an expedited basis. 


HERTER (ACTING) 
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Action Control: 16073 +3 ri 
NEA oy Rec'd: January 27, 1958 FS 
> Jidda 4:22 p.m. c; 
Info . O01 ZF 
RMR  1T0:. Secretary of State oe 
f 
Ss NO: 704, January 27, 4 p.m. ly fe 
CG & 3 
SP pi 
> Re EMBTEL 562, December 19. x 
a Has transfer funds for construction Dhahran air terminal ef 
UMSA taken place? Embassy has not been informed. Important 
E construction phase be commenced without delay as tangible > 
IRC evidence USG compliance April 2 agreement. Concur judgment M 
DCL General Clark (see CHUSMTM Dhahran to COFS, USMTM C11-17) cn 
ICA expeditious action will materially enhance USG position . 
CIA Saudi Arabia and Middle East. Agree accelerated procedures = 
OSD assure early construction terminal highly desirable. Vs 
ARMY : < 
AIR : HEATH oa 
NAVY ' 
MGG: GEV/4 ; nN) 
bs | 
Ol 
00 
2 
_ a 
be! 
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Memorandum of Conversation 53 
UNCLASS IFIED oe 
. DATE: February 3, 1958 ae 
SUBJECT: Loans to Saudi Arabia 4 
PARTICIPANTS: Mrs, Moore, Senate Democratic Policy Committee 
= N“ 
Mr. David D. Newsom, NE (oe) 
O) 
> 
COPIES TO: NEA(lec) NE(2cc) H(1ec) U/MSA(1ec)* ICA (O/NESA) (ec) OSD/ISA(lec) OF 
. . I 
= 
Gs 
ay 5 
; t 
Mrs. Moore asked whether during the negotiations with King Saud in N 
February, 1957 the United States agreed to make any loans to the King. O} 
Mr. Newsom replied that no loans were made to the King, but limited Co 
credit was extended under the provisions of the Mutual Security Act. 
on certain items of military equipment which Saudi Arabia purchased. 
Mr. Newsom said he was not familiar with the details of the exact items 
covered by the credit arrangement. 
Mrs. Moore expressed her thanks for the information and indicated 
that she would call back if further information was desired. Mr. Newsom 
offered to confirm the conversation by means of a written memorandum, 
but Mrs. Moore said that this would not be necessary. Oo 
UW. 
. ~ a 
eS : ¢ 
ot i 
, ; | & 
: Rev------- { - i 
NEA :NE :DDNewsom: ew ‘ dat_—---+- ; be tal i g 
2/6/58 nel pS c/ my 4 
“N 
' j 
w 
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te oy 
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54 CONFIDENTIAL Fi 
Action Control: 3513 BS 
NEA Rec'd: February 6, 1958 3 
FROM: Jidda 4:47 p.m. zs 
| ae TO: Secretary of State Re _ 
gs No: 736, February 5, 4 p.m. ef oO) 
: 6. eg 
i $P ag cn 
' ¢ EMBTEL 704 
1 W z wots 
_ General Clark notified Dhahran air terminal funds not yet 46 — 
: TNR transferred from ICA to Defense as of January 30. Delay Fe U 
'  UMSA provides unfortunate ‘opportunity SAG criticize USG non- Ts 
' og compliance April 2 agreement. hw) 
TRC 1 
DCL With all necessary arrangements completed to proceed con- on 
struction with exception transfer funds, I fail understand co 
ICA reason long delay. Urge expeditious transfer. If obstacles 
CIA exist would appreciate being informed their nature. 
OSD 
ARMY HEATH 
NAVY 
AIR JNA: MAA "T 
ep) 
Fe 
oo 
= 
% 
| Re OA ROM THIS 
=e CONFIDENTIAL REPRODUC TOeT 
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United Biates Denate 


Respectfully referred to 


The Honorable John Foster Dulles 
.U.S...Repartment.of State oo 


fe 3 with thanks for such favorable consideration as 
. \) 

i” f the communication herewith submitted warrants, 
0” and for a report thereon, in duplicate to 


accompany return of inclosure. 
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SUBJECT: Signature of Development Assistance Agreement with Saudi Arabia 


ar 


NE is requesting for the second time Department Circular 175 
authorization from the Assistant Secretary for NEA forthe signature ‘ 
with Saudi Arabia of a development assistance agreement. Negotiations 
were authorized by the Secretary on April 25, 1957, pursuant to an 
NEA request which was the subject of my memorandum to Mr. Raymond 
of April 11, 1957, entitled “Proposed Development Assistance Agreement 
with Saudi Arebie." Signature of the agreement. was authorized by the 
Assistant Secretary for NEA on June 29, 1957, pursuant to an NE request 
which was the subject of Mr. Maurer's memorandum to Mr. Becker of June 
28, 1957, entitled “Signature of Development Assistance Agreement with 
Saudi Arabia." 


Iwo additional changes are being proposed in the draft agreement 
approved for signature on June 29, 1957. First, the reference to the 
improvement of the civil aviation facilities at the Dhahran ‘Airfield 
is being dropped in paragraph 1, so that the agreemen pr 
only one project, the expansion of the Dammam Port. It has been 
decéded that the Air Force, rather than the International Cooperation 
Administration, can more readily and appropriately improve the Dhahran 
Airfield, with the necessary mutual security funds to be transferred 
to the Air Force for this purpose. The Air Force has been using the 
facilities and services of the Dkahran Airfield under the agreement 


ne 
. 
SD, 
LA 
\\ 
of April 2, 1951 (TIAS 2290), which was extended by the egreement of = 
WY 
NY 
+ 
a 
att 





April 2, 1957 (TIAS 3790). The latter agreement provides that the 
United States shall furnish additional construction at Dhahran 
Airfield to improve civil aviation facilities. Pursuant to this 
undertaking and the decision that the Air Force should do the project, 
a technical agreement was concluded on December 14, 1957, between 

Air Force and the Saudi Arebian Minister of Defense and Aviation, 
establishes detailed arrangements for the proposed construction and 
provides for rights and exemptions similar to those in paragraphs 3 
and 4 of the development assistance agreement. The basis already exists 


therefore whereby the Air Force may carry out the Dhahran Airfield 
project. 


Second, the 
that personnel of: 
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C Modified note Dammam port project submitted Foreign Office 


W compliance Department telegram 1158. 
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ICA regulations on contracting” “and financing outlined Department 


INR 
wmMsc 4-37, February 18 also conveyed as response SAG draft agreement 
E January 16, 1958. Shaikb Yusuf Yasin informed me he would study on 
irc USC position respond soonest. 0) 
DCL 
I admonished Shaikh Yusuf act expeditiously avoid possible ir- = 
ICA revocable loss project funds. Ol 
CIA 
Subsequently Minister Mohamed Massoud informed Embassy officer = 
USG -Views will now be sent Minister Commmications Prince Sultan 
for his concurrence. N 
N 
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obligate Dammam Port funds. Confirmation that obligational notes 


exchanged required by ICA/W before necessary funds can be allocated 


USAF and implementation terminal pro ject commenced. 


Desirability obligate entire amount subject funds this fiscal year 


manifest in view probable negative are reaction another 


reappropriation reque st. 


You may wish acquaint Faisal with above problems: at your first 


inte:view,. impressing upon him urgency complete action these matters. 
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M-6249 DATE: March 26, 195¢ 


DEPARTMENT OF STATE 


SUBJECT: U.S. Assistance to Saudi Arabia 


nde wee 
\. 
PARTICIPANTS: [ho Secretary 


Abdul wiabman Azzam, Soecial Renresentative of King Saud 
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Azzam Pasha referred to an earlicr luncheon meoting with Mr. Allen Dulles = 

at which time he had put forward certain informal vroposals for vossible U.S. (A 
assistance to Saudi Arabia. He said he had. sinee obtained King Saud's “J 
authority to present these proposals formally to the Secretary. ~ 

CN) 

Two oroblems were of immediate concern: the decline in the value of the I 

riyal and the rise in food vrices. He said both of these were of immediate N) 
concern because the advent of the vilgrimage would bring wore than 600,000 :O) 
persons from outside Seudi Arabia into the country. when there is so much ‘Ol 
adverse proparanda against Seudi Arabia, it vould be unfortunate, he said, 110 


if the food situation was such that veorle went away from the oiigrimage 
with an imvression of a serious economic situation in the country. 


Azzam, in presenting these problems, reiterated that 
Aqaba and Buraimi also remained of importance. He stres 
still needed a major political victory in the arca. 


© 
e oroblems of ”) 
ed thet King Saud ~ 

m 





| In answer to a question from the Secretary on recent events in Saudi ~\ 

a Arabia, Azzam replied that while it might appeer that something dangerous A 
was happening, he personally believed that Saudi Arabia is the most stable ee | cx 
country in the area although there may be a continuing possibility of upsets € e 
within the country. He did not believe the monarchy was in danger. Saudi "xj ° 


Arabia, hc said, was not a country where a coup d'etat could take place “in bi Gy 
a night." The tribes remain important and loyal to the King and he doubted ws} , 
that the army could defeat the tribes in a civil war. ,, Rn 
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Azzam seid he was worried, Lowever, at the Xing's moral vosition in thc 
i Arab world and the Vioslem world whers he had held a position of arviter and 
¢. adviser. The UALR was now seckine to put the King in a bad light through 
4 A their extensive vronucanda campaign against him. 

7 ia faisal's assumotion of powers, he said, was undoubtcdly brought abont 
by oressures on the Ning. Under the circunstances, he believed it tobe 
tho best way out. The King, he said, has to adapt himself to tho new cir- 
cumstances in th> country of increased resnonsibilities and a larger burcau- 
cracy which make the former concentration of oower impracticable. Vaisal, 
he said, has in the vast been polite to his brother and for this reason and 
because Of his health has not pressed for power, Others in the family had 
undoubtedly pressed the King to soread the vower for the good of the Hing 
and the country. This should not be considered a coup d'etat. The King 
retained full authority and could defeat his brothers with tribal support 
if he so chose. Aggzam said he was generally pleased that the family hed 
banded together and chosen the present move as a way out. 


_ Aggam added that the sing still required strong support for his policy 
/ and that the recent cvents had not lessened the necessity for some actions 
by the United States to this end. 


Turning to the financial situation, the Secretary asked if the Inter- 
national Monetary. Fund was not working on this problem. A4gzam replied that 
DMP advisers had gone to Saudi Arabia and believed they «ould be able to 
straighten out the temporary financial crisis. The country's debt was not 
overwhelming and, according to Zaki Saad, the If adviser, the country should 
be able to pull out of the vresent situation in 18 months. This period 
could be speeded up, however, if the United States could lend money to Saudi 
Arabia’ for a riyal stabilization find. Zaki Saad had mentioned a figure 
of 50,000,000 as being required. If, at the same time, the United States 
could send some surplus food to arrive during the pilgrimage, the two matters 
would have a markedly beneficial effect. 


In reply to a question from the Secretary as to whether these were Azzam's 
personal ideas, the latter replied that he had been given authority by the 
King to exvress them officially. 


Azzam then turned to a discussion of ths Buraimi issue, explaining that 
he had, over the past several months, talked with Selwyn Lloyd, with repro- 
sentatives of the Baghdad Pact vowers, and with Sir Pierson Dixon in New York. 


wii 


és The Sceretary commented that he now understood the Saudis wished to dis- 
cuss this matter with the British rather than with the Sultan of luscat. 


Lda 32 azzom said tho King did not believe a meeting with the Sultan would be 
il useful without some previous understanding on the basic issues. He said the 
British had now suggested further talks through the Pakistanis. This was 
all righty « » * 
SECRET. 
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l right, he said, vue the two vartics wore already in contact and his 
Lita with Dixon had oroeduced Jittlo. The sritish, he said, had killed 
s talks by inaction. 


tc 
conc up with sone new iuca on aes natter. The suggestion ror further ta 
ic said, might imply that the: had a now idaa. 
} > cht nly t ti 1 Aw 2 


la, dountre> said it was the Devartment's hope that the british might 
= 


Agzam soid he did not belicve the United States, if it could ao nothing 
on this matter, should continue to ark the Eing th: impression that some- 
thing might be done. The United @tates, he said, should bo frank with the 
ing and, if nothing could be done, say so. 


~ 


ac forring to ths Aqaba matter, he said tthe removal of tne Isracli war-- 


shins from the Gulf was of oressing imoortence in view of the adv2nt of the 
silvsrimage season. 


a 
Ths pocrotary ssic that the United States cad beon sucesesful in keanine 
these ships ticd up. Azzam acknowlede2d this and said tnat he was gratefu’, 
but that as long as the shivs were in the Gulf, they rovnresented votential 
elieved the shins wore of little roal military value 


1@) 


1 
threats Es gad We We 
to Isracl. 


ur, nountree commented that the Devartment may have attached more in- 
vortance to the ships! being ticd up than had the sandis. He said the 
Unitea States had pointed ow to the Israclis the application of the arnis- 
tice agrenwet with =gypt to any nowanen’ of thesoc warships. 


Azzam replied that the entrance of these shins into the Gulf was in 
vivinticn - the armistice agreement. The shins! oresence represented »ro- 
fit Drom ageression; they should have been romoved when the Isracli troops 
withdrew from Sinai. This would have brought about a true restoration of 
the status quo. Merely ticing the ships up has satisfied noither Moslem 
nor Arab, particularly as the. pilgrimage approaches. 


The Secretary commented that having them tied up was better than having 
them maneuvering. Azzam asreed, but vointed out that the Gulf was a small 
place and that the voresence of the shivs, besides being a direct threat, 
gave vropaganda ooportunities to the King's enemies. The King, he said, 
has lost the propaganda battle on every issue with which he has been con- 
nected: Buraimi, Aqaba, Oman. He took a position based on friendship with 
the United States and this position has gotten him nothing. Nasser is 
laughing at Saud's inability to do anything. Azzam said the King may have 
besn wrong to accept resvonsibility for these issues, but whether right or 
wrong, the fact remained that he had suffered - psychological defsat. 


Azzam... 





Azzam pointed out that‘Aqaba had always been of interest to Saud and 
that in assuming responsibility for this issue, he was merely taking back 
responsibility he had previously given to Egynt. He acted under the 
assumption that the status quo would be re-established in the Gulf. 


The Secretary said ne could assure Agzam that, if thero was amy way the 
United States could helv in this situation, it was vropared to do so. Thore 
were certain things, however, which the United States did not foel it coulc 
properly do. It was willing to exert influence on the British and the 
Israslis, but not willing to coerce. A lot of states, he said, wish the 
United States to coerce third states, but they did not wish to be coerced 
themselves. The United States did not wish to start on a course which would 
make other states fearful of relations with the United States. 


Azzam repeated that he believed the United States should also be frank 
with the Ning on Aqaba. However, he said, while the King might understand 
the United States relations with the British, he would find it harder to 
understand thet the United States, on whom Israel denended for its very life, 
could not exert greater influence on the Israelis. 


“ee. | The Secretary yin concluding, said that he would look into the economic 

suggestions to sce if there were any steps which could be taken quick’y. 
taal Azzam stressed the necessity for doing somethinz, varticularly with 
if surplus food, to bring down prices. He said he would also discuss this 
end the stabilizetion fund inatter with others in the United States Govern- 
| ment, including, possibly, Secretary of the Treasury Anderson. The 
Secretary said he had no objection to Azzam's doing this. 


NENA 2s ke. ve 
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UOP In connection current developments Saudi pcnia, A vette ts 
“MSC desirable bring to Washington attention fact Dez¥ul air base, 


Ez now scheduled for completion 1960, could be expedited at additional 
IRC cost if desired. This consideration may serve useful purpose in 
DCL connection US relations with Saudi Arabs, although CT recognizes 

it is in no position give over-all evaluation this problem. — 
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~— Memorandum of Conversation 


M- Es i DATE: April 3, 1958 


SUBJECT: Sconomic Assistance to Saudi Arabia th 


The Secretary 


PARTICIPANTS: 4, &, Shaikh Abdullah al-Khayyal, Ambassador of Saudi Arabia 


Mr, Faisal A. Badawi, Attache, Saudi Embassy 
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lir, Stuart W. Rockwell, NE PR v4 198 ty wii 
ir, William D. Brewer, NE A = 

, s/s {2)ce NE (2) ec Amembassy Jidda 
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referred to the auestions of U.S. financial aid to Saudi Arabia for 
¥ the Dammam Port and an additional extension of credit facilities for 
a the initial $50 million line-of-credit covering Saudi arms purchases 
from May, 1957. The Ambassador noted that, during his recent visit 
to Riyadh, he had been informed regarding these matters in a general 
ri way but that the King had laid no special emphasis on either question. 
A _ iy His Majesty had merely expressed the hope that U.S. assistance would 
ee 3 it forthcoming promptly. The Ambassador called attention to the Saas: 
ail that the current fiscal year would shortly end and expressed the hope 
that the entire $25 million for the Dammam Port and Dhahran Air 


KK Terminal projects might not be "overlooked" as had unfortunately 
gt ae happened last year, : 
ut af 


\ 
rs @) During a call on the Secretary on April 3, Ambassador Khayyal. 


ree, 


pir? | At the Secretary's request, Mr, Rockwell outlined the current status 
of the Dammam Port project, stating that the Department hoped to furnish 
Ambassador Heath on an urgent basis with conments regarding a recent 
Saudi proposal as to the manner of concluding these negotiations. 
There was a question, however, as to who would do the work. Whereas 
the Saudis had apparently expressed a preference for a specific American 


cory tos) Bo PELL ) tim. 
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firm, U.S. resmlations required competitive bidding on svch projects. 
Hovever, it appeared that only one firm, International Bechtel Builders, 
incorporated, might in fact be properly qualified. The Secretary 
commented that he understood that Bechtel was one of the American firms 
with an excellent reputation in this field and that. verhaps, as 

ir. Rockwell had suggested, there mizht be only one biddere 


With respect to additional credit facilities, lir. Rockwell explained 
at the Secretary's request that the Department had recently informed 
the Saudi Government that, while repayment instal’ments could not be 
further extended for the initial 350 million already utilised, it might 
be possible to arrange equivalent three-year repayment facilities for 
future purchases, Ambassador Khayyal noted that the Saudi request had 
involved the first (350 million, The Secretary replied that he understood 
that, under the cash-reimbursable program, it was difficult to extend 
repayment, facilities bcyond three years. Noting that the Department was 
fully aware of Saudi Arabia's financial problems, the Secretary opined 
that these need not be permanent in view of the country's high level of 
revenues. The Departient would certainly consider carefully any 
assistance which it was felt the U.S. could give in this situation. 
Mr. Rockwell noted that Zaki Saad was returning to sive further study 
to Saudi Arabia's financial situation at the King's request, 
Ambassador Khayyal commented that Za'ci Saad would be concerned only 
with internal financial matters. 


At the Secretary's request, Mr. Rockwell then outlined steps 
which the Department was taking to meet the official request for PL-)$0 
comiodity assistance in connection with the forthcoming pilgrimage which 
had been relayed to the Department by Azzam Pasha. Ambassador Khayyal 
noted that, while Azzam was no dovbt tryin: to strengthen U.S.-Saudi 
relations and that some such assistance might prove most welcome, 
Azzam could have made no official request. Mr. Rockwell replied that 
Azzam had been questioned on this point and had confirmed that he had 
been so authorized by His Majesty. In any case, lir. Rockwell continued, 
Ambassador Heath had been asked to explore this question with the 
Saudi authorities, Ambassador Khayyal replied that any assistance 
which the U.S. could render would be appreciated and that it was, in 
fact, preferable for the U.S. to take the initiative on such matters. 
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CDD: NwA has action on this. 
They have sent an inquiry to 
kmoassy Jidda. AS soon as they 
DEPARTMENT OF STATE receive a reply they will 
forward to you a request for 
EXECUTIVE SECRETARIAT 


action. Ws/s9 
: JUChristensen 
April 8, 1958 


Ri : 
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W - Mr. Dillion FILE 


Food for the Pilgrims in Arabia 
. A (f.« Ay por 


ICA - Mr. Smith called“and reminded me of his call 
a week ago on this subject.and his mention of the subject 
at last week's staff meeting. He said that he pointed 
out that ICA stood ready to make immediate shipments 

of wheat or flour or presumably other food stuffs, but . 
that before getting the shipments underway he would have 
to know not only what was required but also certain 


details, including the manner of distribution in Arabia 
and the terms of the deal. 


ERR RAR RENEE EES 


- 


Mr. Smith said he had not as yet heard from the 
Department on this and was 


therefore still unable to ay 
carry out the Secretary's expressed wish to get this es 
aid where it would be needed and where the net benefit 
to the U.S. would be high. He said that Mr. FitzGerald S 
was awaiting this word from the Department. G 
J 
I undertook to find out where it stood and to push 
it along if possible. < 
‘: 
Wi, 
+ 
Fisher Howe ; ze 
XQ 


CC: NEA = Mr. Rountree 
W/MSQ - Mr. Barnes 
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Action Control: 6776 
Ree’d: April/1l, 
FROM: jJidda 4:16 
Info ' 
RMR TO: Secretary of State | 
36 NO: 1032, April 10, 5. p.m. gy 
| 
G. . a. 
“¢ Department telegram 1229. : 
W General Clark, Commander Second Air Division believes exchange | 
L diplomatic notes Dhahran Air Terminal not necessary view USMTM 


INR memorandum of agreement and céncurring response Minister Defense 


WMSC prince Fahad transmitted USAF, Washington. Extracts documents 

E quoted herewith: 

IRC 

DCL 1, "Riyadh, 4 December 1957. To:HRH Prince Fahad, Minister of 
Defense, 

ICA 

CIA "This memorandum prepared by me for submission to Your Highness 

pend with concurrence American Ambassador: ~ 


NAVY "In accordance with agreements dated 2 April 1957, United States 
AIR agreed construct Civil Air Terminal Dhahran Airfield at cost 


mot to exceed $5 million. 


8SO0l-r/dSW S*vgg, 


"Approval of construction agreement (Annex 2 to Technical Agree- 
* ment Number 4, presented to Your Highnes 26 Sstifeh* 1957) will 
\, facilitate fulfillment this commitment. 


\igpon receipt such approval will be possible proceed immediately 
o issuance instructions to undertake design for construction 


his Civil Air Terminal. 
Technical studies determined most appropriate site therefor 


N ? djacent to and just north of existing terminal Dhahran Airfiel 
4 "Your concurrence in action suggested this um respectfu 
i i equested, 


f 5 ( Signed) Clark. n 
2, "15 — o 
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SECRET 
-2- 1032, April 10, 5 p.m., from Jidda 
2. "15 December 1957 to: Brigadier General A.P. Clark, 
"Reference is made to your letter dated 4 December 1957. 
we do hereby inform you that we approve the site you proposed 
for construction the new Civil Air Terminal at Dhahran Airfield 
which is adjacent to and just north of the existing terminal at 
Dhahran Airfield. 
(Signed) Fahad." 
Embassy submitted note in compliance Department telegram 1229 
on March 8. No written concurrence SAG despite repeated in- 
quiries Embassy. Will again approach Foreign Office but wish 
know if USMIM agreement Minister Defense adequate permit transfer 
funds ICA/Defense so construction can be started. 

HEATH 

VH:LAS/4 


*as received. Will be serviced upon request. 
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Washington 25, D. C. 








April 10, 1958 


MEMORANDUM FOR: Mr. Stuart W. Rockwell, Director 
Office of Near Eastern Aff 


Department of State 
Paungy to1 
SUBJECT: Cable to Jidda r 466 Project Agreeme 


Cg 73% 


to the attached draft joint cable to Jiddas 
1. Suggest revision third paragraph as follows: 


“While USG would be agreeable single project agreement SAG 
should understand that this would involve additional time in order con= 
solidate two agreements and would not per se eliminate any of provisions 
.already incorporated in the two. Consequently we strongly urge time=~ 
consuming and non-substantive process of revision into single instrument 
be avoided. View extreme necessity complete action on agreements in 
order obligate $20 million we hope SAG will agree proceed with two 
documents. Congressional attitude concerning second reappropriation 
these funds not likely be favorable.* 





® 2. Paragraph on page 2-which begins "Re para 3" puzzles me some=- 
what since I had understood the Department was not prepared to request, 
on political grounds, any departure from normal ICA practices. The 
effect of this paragraph is to assure that further action by the SAG © 
be deferred pending advice as to the outcgme of the study. I doubt t sd 
wisdom of encouraging such delay if obligation of these funds before 

. June 30 is of concern to us. I recommend deleting this paragraph. as 


= 
VIZC 


\ 
3. The shifting SAG views on this project and the dilatory cours ® aN 
of negotiations raises a very real question as to whether we are like . 
to obtain agreements by which these funds can be obligated prior to —~ 
June 30, 1958, I believe you share my view that reappropriation by t 
Congress would be difficul justify and unlikely to occur, This ma “Re ioe’ 
well justify the Departmeht!s reconsidering the entire matter of the 












thod by which this co nt to provide Saudi Arabia with $20 million ~C 
towards the cost of the should be fulfilled, If it is essen~ 
tial from a political point of a that this commitment be fulfilled, 


his consideration outweighs the undesirability of defending a 
departure from normal ICA procedures, there is at least one alternative-- “&. 
a cash transfer~-which might be employed. Consideration of such alterna~ VV 
tive would, of course, depend upon a formal certification by Mr. Dillon \ 
of the overriding political need for such action. 


Ret 
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lh. While itis not for me to judge the political needs, I do want 
to be on record that I have serious doubts we will be able to obligate 
the funds in this fiscal year unless there is a marked and unexpected 
acceleration on the SAG side of the current negotiations. 


nfo. bah 


Jphn 0. Bell 
Regional Director for 
Near Kast and South Asia 
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~“ 
OO ¢ 
The Saudi Arabian Ambassador presents his compliments to The Honorable = 
eae 
The Secretary of State and has the honor to inform him that it is understood - 
= 
that there will be a balance of the Fifty Million Dollars credit after sub- _ : 
~~} 
mission of the Letters of Offer. | 
Nw 
This being the case, it is requested that the cost of Case No. D.A. “ee 
Saudi Arabia 578 be covered by this balance. 
C 
Two copies of the Letter of Offer are signed and enclosed. ” 
“~ 
Ps \ 


Inasmuch as this matter is urgent, the Saudi Arabian Ambassador would 
appreciate The Honorable The Secretary of State extending his assistance 
in initiating the necessary action as soon as possible. 

The Saudi Arabian Ambassador avails himself of this opportunity to 


renew the assurances of his highest consideration. i 





Washington, D. C. 


April 23, 1958 
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GENERAL SPECIFICATIONS FOR COAST GUARD PATROL BOAT 
A. Patrol boat for coastal patrol duties - 95 feet. - new and complete. 


B. Thig patrol boat should have all the specifications required by the 
United States Coast Guard including equipment and spare parts which 
are alloted to this type boat with the exception of: 


1. The main armament is composed of two 20 millimeter guns 
with single tripod ‘and two 50 calibre machine guns with 
single tripod. ( No anti-submarine weapon required.) 


2. This boat should be completley air conditioned. 


C. No other equipment is required except for the following mdifications: 


1. Modifications in cabin arrangements that would allow 
for extra fuel storage if possible. 


2. The officer's cabin should be made to accomodate three 
Officers or two high ranking Officers instead of one. 


3. It is required that all the space available should be 
utilized to enlarge the officer's cabin. 


. The crew's, cabin should be made to accomodate nine men. 
D. The boat should be painted with the same color used by the United 
Stated Coast Guard with the exception of the floating part, the mast, 


and the exposed parts on deck which should be painted green. 
(Saudi Arabian Color) 


E. All names and numbers should be made in Arabic. (These will have to 
be prepared before making the boat.) 


F. The communication system on the boat should be able to give primary 
communication and secondary communication from boat to shore, boat 
to boat, and boat to airplane. The boat must have a direction find- 
ing set and a broadcasting receiver. 


Ge No special equipment is required on the external part of the boat. 


H. The allotment of ammunition for the two 20 millimeter guns. 


1. Training percentage plus an amourtt be ammunition for 
regujar requirements. 


I. No ammunition is reqired for the ‘to 50 calibre machine guns. 
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1 - 3 copies of Saudi Arabian 
note #119 of 4/23/58 

2 - Draft of proposed note reply 
to Saudi Arabia (for DOD 
concurrence) — 
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oan: 15/26/58 


i & 
SECRET ° DRAFT 


The Secretary of State presents his compliments to His Excellency 
the Saudi Arybian Ambassador and has the honot to refer to the Rubassy's 
note No. 119 of April 23, 1956, requesting that the cost of Case Ho. 
D.A. 578 be funded from the balance of the $50,000,000 credit available 
after the submission of the letters of offer. 

The Department of State is pleased to inform the Bsbassy of 
Saudi Arabia that approval has been granted for this transaction on 
credit terme. In 0 doing, the Departuent desires to drav the Eubassy's 
attention to the fact taat the United States has waived in this instance 
the provision of the financial arrangements of the April 2, 1957 agreement. 
vihich stipulated that the military credit of $§0,000,000 extended therein 
would apply omly to letters of offer acoeyted by the Government of Saudi 
Avabia prior to July 1, 1957. Also pertinent to this transaction is the 
ome~-year moratorius recently declared by the United States on the repay~ 
ment of the credits vhich have been extenfed under the terms of the 
agreement of April 2, 1957. The credit financing of Case Bo. D.A. 578 : 
has been approved despite the moratorium, in view of the fact that the ! 
letters of offer covering this transaction and the request for credit in 
conmection with it, predicated the declaration of the moratorius. 
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The Saudi Pare Ambassador presents his compliments to The 
Honorable The Secretary of State and has the honor to inform him that 
it is understood that there will be a balance of the Fifty Million 
Dollars credit aftor submission of the letters of Offer, 

This being the case, it is requested that the cost of Case 
No, D.A. Saudi Arabia 575 be covered by this balance. 

Two copies of the Letter of — signed and enclosed. 

Inasmuch as this matter is urgent, the Saudi Arabian diane 
whic apatite Thee Tnnciewiilat he Sacerlney off Hinde extending iis 
assistance in initicting the necessary action as soon as possible. 

The Saudi Arabian Ambassador avails himself of this opportunity 


v 


to renew the assurances of his highest consideration. 


Washington, De S. 
April 23, 1958 
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SUBINCTs Status of the Datuuam Pb 





RePaitsilsies Your Keavest Throuci U/or 





Protracted nerotiations for the past year between » and © 
Saudi Arabia on the general and project acreements for the Damuam 
Fort project reverled serious disajreements vith resect to both ~ 


contractual requirements ans the basic consirvuction plan. ‘The 

proposal First oui forwaed by the Tudor En pre es Company in 

advance of the hichards ilission was not@accceytable to Saudi officials 

who initially preferred a plan developed by an Evy; oe en, ineer. . 

The latter scheme was, however, not regardea as satisfactory by ™ 

ICA experts. ites, onsible Saudi officials thereupon inuicated their — 

agreenent to a construction plan, prepesed ix. broad outline by xXx 

International bechtel Builders, Inc., -vwiich presmmatly would be \ 

acceptable to us, Hovever, norma) ICA reguiatiors militate avainst a 

the avard of both the engineerin: end constivetior jhases of a = 

project to ons firm and require competitive Gidding on both phases. “| 

Efforts to induce the Saudi Goverrunent tc agree te these procedures 

-have co fur been wmevailinz. + Ly 
“eC 


On Larch 20, 19'8, resvonsible Saudi crricials re-enmha ay 
to Awbassador heath that the Saudi Gevernnent would be prepared t 
accept onc winericsn Pima for th: entire Lammun vort preject. a 
subsequent extensive discussion: between the tevartuent and ICA, 
it, became clear that come such procedure cowd only be verized out 
if the Desartnent were to request ICA, "Lor overiiding political 
reasons" as they hed suggested, to de,art from their usual pre- 
cedvies in order to select a contractor acceptable to the saudi 
Goverment. end to negotiate a contract with such firm, In view of <\ 
the current serious financial difficulties of the Sandi vovernncnt 
the uncertaintics folleviny the recent conce:tratien of authority 
ip the hands of rrince baisal, the desiratility of avarcin, the 











on 
éntire Danna project to an agreed American firm (and thus avoiding 
the reopening of the previous fruitless discussions recarding the 
type of constructicn plan to be uscd), wend the fact that the Con; regs 
would be most uMikely to reaporopriate the necessurm funds a 
second time if tliey could not Le obligated by the end of this 
fiscal yes, ve accordingly recom ended to ir. Dillon that. he 
request: the birector cf ICA "Yor overriuin, political veasens (tc) ie 
lodafy its cantrect .icceauec. with recvucl te U.is urodect™. A 

copy Gf ia. Ions 1 ordi. ny To wi, bith, octed 2.2902 17, 
* making this reqnert jes attreb est. 
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